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On the Financial Statistics of British Government Life Annuities 
(1808-1855), and on the Loss sustained by Government in granting 
Annuities. By Feedeeiok Hendeiks, Esq. 

[Read before the Statistical Society, on Monday the 19th of May, 1856.] 

Ik submitting this paper to the Statistical Society, it is proposed to 
arrange the subjects for discussion in the following order : — 

I. — Introductory. — System of Life Annuity and Tontine Loans in the period 
antecedent to 1808. 

II. — Government Life Annuity Plan, introduced in 1808 by the Right 
Honourable Spencer Perceval. 

III. — Progress and Amendments of the Government Life Annuity plan, 
from 1808 to 1829. — Deposit Scheme. — Deferred Annuity Scheme. — Dead 
Weight Annuity. 

IV. — Financial Statistics and Results of Government Life Annuities 
granted during the First Period. (September, 1808, to January, 1829.) 

V. — Select Committee of the House of Commons on Public Income and Expendi- 
ture, (Uh Report of 1828.) — Sinking Fund. 

VI. — Government Life Annuity Plan, introduced in 1829 by the Right 
Honourable Henry Goulburn. With note upon the projected Government 
Life Insurance Plan in connection with Life Annuities, and upon Deferred 
Annuities to Savings' Banks Depositors. 

VII. — Financial Statistics and Results of Government Life Annuities 
granted during the combined Second Period, September, 1808, to January, 1829, 
and January, 1829, to March, 1855, with observations on the prejudicial effect of 
the grant of Government Annuities as a National Measure for redeeming Debt. 

VIII. — Abstracts Nos. I. to IV., with Appendix of Tables. 

I. Inteoduotoey. — System of Life Annuity and Tontine Loans in 
the period antecedent to 1808. 

The system under which Life Annuities are granted by the 
government, has been restricted, during the last half century, to the 
exchange of such annuities for a consideration, in stock or money, 
applied to the reduction of the National Debt in the manner of a 
sinking fund. 

The older plan, under which the government raised new loans by 
the grant of life annuities, has deservedly fallen into disuse. The 
plan in question was inaugurated, in this country, by the loan raised 
under the Act of the fifth of William and Mary (1693, N.S.), which. 
Act charged upon the security of a certain portion of the Excise duty, 
annuities granted for one, two, and three lives. The terms were 14 
per cent., or 7\ years purchase, for one life at any age ; 12 per cent., 
or 8| years purchase, for two lives; and 10 per cent, for three 
lives. Extravagant as these terms may appear, when viewed, 
as has been done by some writers, in comparison with the 
then legal rate of interest — 6 per cent., — or with the worth 
of an annuity according to the presumed expectation of life at that 
time, and assuming the most favourable ages to have been chosen ; 
they cease so to appear, upon reflection that life incomes under the 
guarantee of the government of the .Revolution, the stability of which 
was doubted, offered no particular inducement to the capitalist. The 
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best financial proof of this is, that the government was paying nearly 
40 per cent, more than the statutory rate of interest for the money 
they had to borrow on perpetual annuity ; and the calculation of the 
terms for life annuities was, doubtless, based on no other than a 
rough estimate that 10 per cent, having previously been, almost 
from time immemorial, a usual rate of single life annuity granted 
by corporations, or by individuals, in this country, for money sunk at 
any age, it followed that the rate in question should likewise be 
increased 40 per cent., thus making the government rate 14 per 
cent. 

If lower terms had been offered, the finance minister of the day 
would have had nearly a blank subscription list, and even as it was, 
the operation met with no favour, and supplementary regulations 
were adopted, giving subscribers the option of converting their life 
interests into annuities for long terms of years. 

As to any impression that may exist of a more precise estimate 
of a variable rate of annuity, according to age, having been available 
at the time, it should be noticed that the science of vital statistics 
was then only on the eve of development ; —and, without entering 
further into the history of this early experiment by the British Go- 
vernment of the practicability of creating new funds by the grant of 
life annuities, and without enlarging on the somewhat obvious 
reasons for the comparative failure of it, and of similar measures of 
finance generally, it is only needful, before passing to the more specific 
subject of the present paper, to observe that some loans of small 
amounts were subsequently obtained by different life annuity schemes 
under Acts passed in the reigns of Anne, George II., and down to 
the 19th year of George III., which charged the payments of interest 
upon various branches of Excise and Customs Duties, and in some 
instances upon the Sinking Fund. The terms in the reign of Queen 
Anne were 9 years purchase for an annuity on one life, 11 years 
purchase on two lives, and 12 years purchase on three lives. Some 
of the fundings under these Acts were in tontine annuities, but the 
results were found to be fraught with social evils which led to their 
final suppression, and to their sharing in this respect the fate of the 
lottery system. 

The proved impracticability of raising any large amount of funds 
on equitable and at the same time advantageous terms, upon, 
relatively speaking, so unmarketable a security as a life annuity, the 
impossibility of carrying out such an operation to any very consider- 
able extent, and within a limited period of time, are circumstances 
which, apart from several other objections which may fairly be made 
to such a plan of finance, render it unlikely that the experiment will 
be renewed. 

II. — Govebnment Life Anuuity Plan, introduced in 1808, by 
the Sight Honourable Spencer Perceval. 

Thus far reference has been made to the plans having 
for their object the creation of new funds, or of new debt, by 
the grant of life annuities on government security ; but other con- 
siderations are involved when examination is made of the modern 
system, which is assumed to have the power of cancelling old funds, 
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or old debt, by the identical means which acted in the reverse way 
under the former mode of operation. 

This change was brought about as follows: — The principles 
of Mr. Pitt's sinking fund, established in 1786 — (and practically 
defined under the Acts of Parliament 26 George III., c. 31; 
32 George III., c. 55 ; and 42 George III., c. 71), — were in 
full vigour and favour, and Lord Henry Petty's financial plans 
had also been brought into notice, when, in May, 1808, and 
during the Portland administration, the Chancellor of the Ex- 
chequer, Mr. Spencer Perceval, proposed to the House of Com- 
mons a series of resolutions with the view of enabling persons 
possessing stock in the 3 per cents, to transfer that stock to the 
Commissioners for the [Reduction of the National Debt, for the 
purpose of obtaining in its stead equivalent annuities for life, 
amounting to such a sum over and above the dividend on the stock, 
as an accurate calculation of the value of the principal so transferred 
would prescribe ; taking the stock at the current price of the day of 
transfer, and varying the calculation according to the age of the 
individual. 

The limits to this privilege were, that no single-life annuity 
should exceed 1000?., nor annuity on two lives 1,5002. — that the 
power of transfer should not be allowed to persons aged under 
35 years — that less sums than 1002. should not be commuted — and 
that all the lives who were nominees of the purchasers should be 
natives of, and resident in, the United Kingdom. 

Mr. Perceval's statements show that the following advantages 
were expected to result from the measure : — 

1st. " The removal from the market of all such stock as would 
become subject to the proposed commutation." 

As the amount of stock likely to be commuted was, of course, 
quite unknown, this argument might, or might not, turn out to 
be of importance, and although it was put in the front rank of 
Mr. Perceval's statement, its eventual effect in influencing the price 
of the funds could only be taken as experimental. 

2ndly. " That the effect of the measure would, he to secure to the 
nation the redemption of the funds so transferred, at the price at which 
they were when the transfer was made" 

Upon the truth, or, contrariwise, upon the fallaciousness of this 
assertion, the whole question of the good, or ill, which was to flow 
from the measure, manifestly turns ; and that is the chief question 
which it is proposed to test in the course of the present paper. 

3rdly. Mr. Perceval in introducing his plan, made the following 
important observations : — 

"The Committee must be perfectly aware that the operation of the sinking fund 
has recently very much increased the price of stocks. There is every reason to 
believe that by the continuance of that operation they will still further be increased 
in price. No one can doubt, Sir, that if the measure were consistent with public 
faith, it would be extremely desirable to give to the nation an opportunity of 
redeeming the whole of the national debt at the present price of the stocks, because 
that would preclude the effect which any future advance in the price of the stocks 
must have in retarding the operation of the sinking fund. There are two objects 
which the sinking fund has in view, the one to provide for the final redemption of 
the national debt, the other to keep up the price of stocks in the market, so as to 
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enable Government, whenever the exigencies of the state may require it, to make an 
advantageous loan for the public. These objects, however, Sir, are in some degree 
inconsistent. In some degree they counteract each other. Whatever measure 
raises the funds, and thus enables Government to borrow on the best terms, pre- 
vents the Commissioners for the Reduction of the National Debt from reducing that 
debt on the best terms. Now, Sir, the measure which I propose will combine both 
these objects ; it will naturally tend to increase the price of stocks, and it will, at the 
same time, secure the redemption, at a low price, of so much stock as may be trans- 
ferred antecedent to the rise produced." 

Mr. Perceval expressed himself, to say the least, very unadvisedly, 
when he thus spoke of the desirableness of giving the nation an 
opportunity of redeeming the whole debt, then about 586,000,000/., 
by commuting it into life annuities ! A more heterodox financial 
doctrine from a minister of finance could scarcely be broached. 

Passing to other points, it will be observed how closely the life 
annuity plan was mixed up with the sinking fund — how, in fact, it 
was made to form only an ancillary portion of it. Apart from the 
questionable view as to forcing up the price of the funds, the govern- 
ment of 1808 averred, that the object of the plan was not to obtain 
for the public any profit from the sale of aunuities, but solely to 
secure the redemption of the stock transferred, at the price which it 
may bear at the time of the transfer. The way whereby this was to 
be effected is clearly defined in the following passage in Mr. Perceval's 
speech : — 

" Every person who transfers his stock to the Commissioners will be entitled to 
such an annuity as will be equivalent to the value of the stock and of his life ; the 
calculation proceeding on the principle that the sum which he would otherwise have 
received as interest, the additional sum granted as an annuity, and the compound 
interest on the whole, would redeem the sum originally transferred within the period 
to which the individual's life will be calculated as likely to extend. For instance, if 
a person were disposed to transfer to the Commissioners 1,000/. of 3 per cents, and 
upon the estimate of the probable duration of his life, and of the compound interest, 
it should be calculated that he was entitled for that transfer to receive twice the 
amount of his former interest, he would then have a right to an annuity for life of 
6 per cent., or 60/. on the whole sum; the calculation proceeding on the principle, 
that the accumulation of the additional 30/. would, at the probable close of that 
person's life, be equivalent to the redemption of the stock originally transferred, and 
that at the price at which it was originally transferred." 

Whilst the Chancellor of the Exchequer thus appeared to 
generalize the principle, he was really only looking to one side of its 
working, and was taking for granted that which was the radical 
error of the sinking fund principle, viz. — that the state could realize 
compound interest on money borrowed, and levied by taxation. 
True, the reasoning, upon the premises laid down, was correct so far 
as concerned the life annuitant's side of the "question, always pro- 
vided he could reimburse the redemption fund portion of his annuity 
at the rate of interest which governed the transfer ; but 4 how was it 
on the other side of the question, viz. — on the side of the community 
at large, the payers of taxes, the government ? The effect here was, 
that portions of capital had to be furnished out of taxation as 
well as instalments of interest, and, taking the example quoted by 
Mr. Perceval, the additional annuity of SOI. had to be provided 
during the lifetime of the annuitant, — in other words it had either to 
be borrowed from year to year at rates of interest on perpetual stock 
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freshly created, which might be higher than the rate at the time of 
the original transfer of the stock into the life annuity, or else it had 
to be raised by taxation within the year, and from year to year, at 
times when money saved to the tax-paying public was worth much 
more than the nominal rate indicated by the price of the funds. 

The operation, as exemplified in the instance quoted by Mr. 
Perceval, is worth following out in closer detail. Under the Govern- 
ment plan the sum of 1.000Z. 3 per cent, stock (the sum mentioned 
in Mr. Perceval's example) was transferred to the credit of the 
Commissioners for tho reduction of the National Debt, on account 
of the sinking fund, and the payment of the income derived from it, 
namely, 30Z., plus the 30Z. per annum to make up the life annuity of 
60Z., was charged upon the sinking fund. The effect of this was, 
that the sinking fund forthwith became 30Z. per annum poorer during 
the annuitant's lifetime than it would have been had the annuity not 
been granted, and consequently the expenditure of the country on 
account of the sinking fund was increased in that proportion. 

At the age of 50, the price of 3 per cents being 68, which was the 
price at the date of Mr. Perceval's measure, 1,000Z. stock, or 680Z. 
money, would have produced just the life annuity of 60Z., as in the 
example, being at the per centage of 6Z. for stock, or SI. 16s. 6d. for 
money. The ruling rate of interest in the transaction is obviously 
4Z. 8s. 3d. per cent., and the 60Z. per annum is, on such a basis, 
sufficient to provide — 1st, 30Z. per annum, or 4Z. 8s. 3d. per cent, on 
the purchase money considered as equal to 680Z. ; and 2ndly, an 
additional 30Z. per annum, which, accumulated at 4Z. 8s. 3d. per cent. 
interest, would amount at the annuitant's death to the sum of 
680Z. — i. e., would suffice to redeem the purchase money. The 
question is, whether the public did not lose more than 4Z. 8s. 3d. per 
cent, by the imposition of the taxes necessary to meet the additional 
charge of the 30Z. per annum during the lifetime of the person 
aged 50 ? 

If there were no error in the table, and the life survived his expec- 
tation, and no longer, and if the price of the funds at his death were 
not lower than at the date of the transfer, and if the value of money 
left in the hands of the public to be employed productively in 
industrial occupations of every kind did not exceed the rate of 
interest (4Z. 8s. 3d.) involved in the particular transaction, then, 
neither profit nor loss could result. But all such conditions were 
made matter of speculation ; and, in the long run, they have 
generally told in a manner detrimental to the public advantage, 
aDd it will be the object of the present paper to endeavour to 
ascertain how far this is substantiated by such statistics as are 
available for the purpose of the enquiry. 

The life annuity being regulated by, and fluctuating with, the 
varying price of the funded 3 per cent, debt, it follows that the 
higher the price of the 3 per cents, the higher is the annuity granted 
for the transfer of a given amount of stock, and in proportionate 
gradation does the risk of loss from a fall in the market price of 
stock, and an increase in the value of money to the public, augment. 
It deserves notice that Mr. Perceval, in introducing the life annuity 
plan, used some candid — (or, rather, ingenuous) — expressions on this 
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head which point to a fact that has been too much neglected since his 
time. Addressing the Chairman of the Committee, he said : — 

" The whole merit, therefore, Sir, of this plan rests on the accwacy 
of the expectation that the stocks are likely to rise. lam ready to ad- 
mit, that if the contrary should take place, the measure will have a ten- 
dency directly opposite to that which I expect." 

These words are sufficient proof that the scheme was looked upon 
originally, as being what in truth it really was, and is— purely and 
simply a speculation. 

The resolutions were agreed to, and on the 2nd of July, 1808, 
the Act of 48 Geo. III., c. 142, was passed for enabling the Com- 
missioners for the Eeduction of the National Debt to grant life 
annuities. On comparison of the Act with the resolutions, it will 
be seen, that the wording of the resolutions is retained, with the 
exception of the words that referred to the material accomodation 
and convenience to the public, which would result from the measure. 
An expression which is rather more problematical is prominently put 
forward, viz. — that it "would tend to a more speedy and efficient 
reduction of the national debt." Query — has the teaching of results 
tended to prove this preamble? 

Table A of the Appendix to this paper contains, in columns 6 to 
13, a condensed abstract of specimens of the annuity rates for single 
lives at ages 35, 40, &c, to 75, and at different prices of the funds, 
from 60 to 80, as provided by the Act. The terms of this statute 
made no provision for the grant of annuities when the price of the 
3 per cents should fall under 60, or rise above 81. 

III. — Pbogbess and Amendments of the Government Life Annuity 
Plan, from 1808 to 1829. — Defebbed Annuity Scheme. — De- 
posit Scheme. — Dead "Weight Annuity. 

In the following year (1809) an amending Act, 49 Geo. III., 
c. 64, was passed, by the first clause of which power is given to grant 
an annuity of 3,000Z. upon any one or any two lives. 

In 1812 a further amending Act, (52 Geo. III., c. 129,) was 
passed, in the first clause of which is mentioned the expediency of 
provision being made for granting life annuities whenever the average 
price of. the consolidated and reduced annuities shall be under 60 or 
above 81. 

In columns 2 to 5 of Table A, in the Appendix to the present 
paper, specimens are given of the rates of prices of stock under 60 ; 
and columns 12 and 13 contain the rates at the price of 80 to 81. 
With regard to the power to grant annuities at prices of stock above 
81, this statute provided that the rates applicable to the price of 81 
should rule at all prices above, so that the rate of annuity at that 
price became the maximum. 

It deserves notice that in the following important respects — 1st, 
a minimum age for purchase of 35 ; 2nd, a maximum rate of annuity at 
age of 75 ; 3rd, a maximum of the sliding scale at price of 81 per cent, 
for stock ; and 4th, restrictions as to the amount of annuity on any 
one life — limitations were introduced having a most material effect in 
diminishing the loss accruing from the errors in the Table of Mor- 
tality on which the calculations were based. 
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The basis of the tables under the Acts which have been referred 
to, was Dr. Price's estimate of the duration of life, called the North- 
ampton Table, to the net rendering of which a small per centage was 
added, averaging about 2 per cent. There can be no doubt that the 
adoption of such a table was ill advised, as it was not unknown to 
men of science at the time that there were, then extant, Tables of 
Mortality, which gave a truer view of the duration of life in select 
classes of the community. De JPareieux's Table of the Mortality 
amongst Annuitants was, for example, an extremely appropriate scale 
which might have been safely adopted, and which was, and still is, 
practically used on the continent of Europe as the basis of such 
calculations.* 

As De Parcieux's table does not deviate, as regards the results at 
ages from 30 to 70, in any important degree from the rate of mor- 
tality according to other recognized relatively true standards of the 
kind, even at the present day, it is instructive to check the old 
British Government Life Annuity Rates under the Acts which have 
been so far alluded to, by comparative estimates upon the table of 
De Parcieux at various corresponding ages and rates of interest. 

Table B of the Appendix is consequently submitted, containing 
45 calculations of the rates of profit and loss upon the Government 
scale, reduced to their worth as in ready money at the outset of each 
transaction, and it indicates, with considerable accuracy, the fair 
limits of the extent to which the Government scale deviated from the 
more correct standard. It proves that very little loss was likely to 
arise from annuities granted by the Government on lives in advancing 
years of age ; in fact, shortly after the age of 65, and at the more 
advanced ages of 70 to 75 and upwards — (at which, i. e. at age of 
75, the annuity rate attained its maximum), — there was even a profit 
to be reasonably expected. 

The errors of the table, against the Government and the taxed 

* When Mr. Pitt, in 1789, introduced, as Chancellor of the Exchequer, his 
measure for raising the Tontine Loan of that year, of one million sterling, he stated 
to the House of Commons that the calculations had been made on the "most 
approved Tables of Lives." From the evidence of the original MS. calculations and 
outline of the scheme (formerly in the possession of Mr. Pitt's secretary and now in 
that of the writer), it may be seen that the approved tables referred to by Mr. Pitt 
were those of Kerseboom on the Mortality of the State Annuitants in Holland. 
They did not differ very materially from those of De Parcieux on French Annuity 
Nominees. Mr. Baron Maseres, in his well-known work (London, 1782), had 
pointed out the near general correspondence of the two tables, the applicability of 
either of them, if Government should determine to grant life annuities either in the 
case of new loans, or in discharge of a part of old loans in perpetual 3 per cents. 
This learned and spirited patron of science also pointed out the grounds of his prefer- 
ence for De Parcieux's Tables of Mortality, and published his own elaborate and 
laboriously calculated Annuity Tables deduced from them. 

Space only admits of our briefly noticing that, as a matter of calculation, in the 
particular instance of the Tontine Annuity of 1789, with benefit of Survivorship, it 
was scarcely of any consequence whether the table of Kerseboom, of De Parcieux, or 
of Dr. Price on the Northampton Mortality, had indifferently been used. But with 
life annuity plans without benefit of survivorship, the discrimination between the 
tables became of great importance, and it is remarkable that upon the Government of 
1808 adopting their Life Annuity scheme, the table which out of the three was the 
worst adapted to the purpose should have been chosen, although, as just above indi- 
cated, the Government, or at least Mr. Pitt, was better informed so far back as 1789. 
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public, and in favour of the annuitant who became a charge upon 
them, were thus in the inverse proportion to the age of the nominee ; 
in other words, the younger the annuitant the greater the loss. It is 
of some importance to keep this in mind, as it is a commonly received 
opinion, that the contrary rule prevailed, and that the older the life 
the greater was the loss.* 

In all cases affecting the political economy of the nation, it is 
earnestly to be desired that whilst we avoid, on the one hand, a 
system of minute and, so to speak, microscopical statistics upon sub- 
jects of no general importance, we do not, on the other hand, lose 
sight of the necessity of having all the facts essential for the investi- 
gation of great questions systematically and fully before the public, 
whom it concerns. This full measure of information has never yet 
been so submitted either as regards Life Annuity statistics or upon 
the, in many respects, analogous subject of Terminable Annuities for 
years certain. The importance of the questions which arise out of 
these branches of financial administration is obvious from the con- 
stant evidence of discussions, in and out of Parliament, upon the rela- 
tive equity of letting remoter posterity bear its share of the burdens 
of debt, or of throwing the greater, if not the whole, share on the 
present generation. 

In the matter of Annuities for Terms of Tears Certain, — the grant 
of which has, during the last 31 years (1824 to 1855), formed a financial 
operation of such magnitude, that, to the date of the last returns, 
no less than nearly 20,000,000Z. of capital stock representing per- 
petual annuities had been cancelled, and terminable annuities issued 
in their stead, of which latter 864,0002. per annum were outstanding 
at 31st March, 1855, and with power of augmentation, of course, con- 
tinuously running on — no statistics, nevertheless, are before the 
public either of the dates to which, or terms for which, these 
annuities have been granted. Similarly with Life Annuities, no 
returns of ages at which granted, number of lives and amounts 
of annuities depending at each age, deaths at each age, or of actual 
payments in each year stated separately from terminable annuities 
not dependent on life. 

It cannot properly be urged that these are points either remote 
from the object, or inconsistent with the scope, of the Finance 
Returns of the United Kingdom. If these returns are to include 
for the future such minute items as they have done almost from a 
time beyond the recollection of the oldest financier, f — if, for example, 
they are to continue to specify such items as 10s. conscience-money 
fiom Ireland, 11. for fees of such or such an office, 401. for the repairs 
of King Charles's statue, &c, &c, which appear in the latest ac- 
counts, — if, when occasion has required it at various periods in our 

* For instance Mr. McCulloch, in his Treatise on Taxation, uses these words: — 
" At the outset Government lost very large suras by this project from their granting 
annuities on advanced lives at too low rates." 

t The late Mr. Marshall in his " Statistical Display of the United Kingdom," 
published in 1832, gave some curious instances of the "affectation of precision in 
balancing to a farthing." He remarked upon such an item appearing in the printed 
accounts as the following, " Imprested from the Earl of Liverpool, on account of 
Secret Service Money, Sixpence." 
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financial history, numberless folio pages of finance statements have 
been devoted to the reconcilement of some trifling fractional difference, 
moderate space in the printed official returns would be well directed 
to the classified statistics of Life and Terminable annuities, which to- 
gether constituted at 31st March, 1855, nearly one-thirteenth part of 
the whole charge on the Consolidated Fund for interest on the 
national debt. This proportion is exclusive of Long Annuities, Dead 
Weight Annuity, and Tontine Annuities, which are distinguished in 
the accounts. 

Before referring to the collective results of the various statistical 
tables and to the calculations based thereon, which have been made 
in illustration of the present paper, it will be well to complete the 
narrative of the annuity plan down to the period when it was put on 
its present footing. 

In 1816, an Act (56 Geo. III., c. 53) was passed, which em- 
powered the Commissioners to accept transfers of long annuities 
instead of 3 per cents as the consideration for life annuities. The 
principle of this statute is by no means obvious, as the conversion of 
long annuities into life annuities must, in many cases, have been a 
prolongation, instead of a curtailment, of the period of the original 
term of the annuity. And even although this remark did not apply to 
the full extent at the date of the Act, it was, nevertheless, a condition 
of increasing applicability as, in the course of time, the Long Annuities 
approached nearer to the date when they will expire (1860). 

In the following year, 1817, another Act of Parliament was 
passed (57 Geo. III., c. 26), which enabled 4 and 5 per cent, stocks to 
be commuted, and introduced the following further important modifi- 
cations of the four preceding Acts. 

1st. The grant of annuities was extended to the lives of nominees 
of the age of 21 to 35. 

2nd. Money was allowed to be accepted by the Commissioners in 
lieu of 3, 4, or 5 per cent, stock, or of Long Annuities. The Act does 
not, however, appear to prescribe to the Commissioners any particular 
course, with regard to the immediate application of the money ; so 
that the amount received became subject to their own discretion, as 
to subsequent investment, at the los3 or gain which even a few days' 
delay might give rise to. It cannot be gathered from the finance ac- 
counts what proportion the sums paid in money bore to the stock 
transferred, prior to the year 1830, but from and after that date the 
sums are stated, and from the date 1830 to 1855 a table of the 
appendix has been constructed, but as it belongs, in point of date, to a 
subsequent section of this paper, it is merely mentioned here in passing. 

3rd. The Commissioners were empowered to grant deeeered an- 
nuities. The returns of these grants do not appear in the finance 
returns, but their annual average amount must have been but a small 
sum, for, in 1828, nearly 11 years after the date of the Act, the 
annuities of this class outstanding were only about 13,O0OZ. 

4th. The Commissioners were empowered (under Clause V. of the 
Act) to grant additional annuities to persons who had already pur- 
chased life annuities, and the spirit of this enactment was doubtless 
to do away with the limit of 3.000Z. per annum, as the maximum 
amount of annuity, and to extend it indefinitely. 
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5th. An operation of a peculiar financial nature was provided for 
by another clause (No. VI.), which erected a Government deposit 
and accumulation OFFICE, the Commissioners being authorised to ac- 
cept stock, or money, at any time, and to invest it so as to produce com- 
pound interest, by investments in 3 per cents. In compensation for 
the trouble of trusteeship thus to be exercised by the Commissioners, 
the transferrers were required, at the time of their first paying stock 
or money, to enter into an agreement, that, at the end of a fixed 
period of time, such period to be chosen by the transferrers, the whole 
amount of the accumulations should then be turned into an annuity, 
immediate or deferred, upon the life named at the date of the con- 
tract. The whole of the scheme under this clause deserves no better 
a designation than a time-bargain stock speculation, in which the 
Government held the stakes, and those who parted with them surren- 
dered that power of volition, in respect of the disposal of their own 
property, which they would have retained had they not entered into 
the contract. The limitating clause (No. VII.) of the Act would, 
however, have operated thus : Take, as an example, an individual aged 
50 going to the National Debt Office and, under Clause VI. of the 
Let, entering into an agreement to purchase an annuity out of the 
iccumulation of his payments, at the end of 10 years. Say he paid 
she Commissioners 1000?. per annum, and that they invested it for 
. lim at such average prices of the 3 per cents as realised him 4 per 
cent, compound interest. The result would be, that on the day 
before he attained the age of 60, his accumulations would just amount 
io 16,000?. stock. If he died on the day in question, Clause VII. 
provided that the whole amount of accumulations (in this case the 
16,000?.) should be paid to his representatives, but if he lived a day 
longer and attained the age of 60 he had nothing to fall back upon 
except Clause VI, under which, whatever might be bis state of health, 
even if the physician should pronounce his life not worth ten minutes' 
purchase, the 16,000?. claim would disappear and his representatives 
only be entitled to claim a quarter's annuity, under the general con- 
ditions of the Life Annuity Acts. Whether any or many customers 
were secured under these provisions of the Act, does not appear, but, 
as a specimen of a financial vagary assuming the appearance of a pro- 
vident scheme it has scarcely a parallel. 

In the year 1822, as if with the view of undoing, on the one hand, 
what they were accomplishing on the other, and whilst the life 
annuity plan was condensing and altering taxation and loans, from 
the charge to meet annuities on capital stocks into the charge to meet 
larger annuities for shorter periods of time, the Government at the 
same moment devised a scheme to expand and alter taxation and loans, 
from the charge to meet annuities to lives into the charge to meet 
smaller annuities for longer periods of time than the lives were likely 
to endure. 

Thence arose the scheme under which the country borrowed a 
fresh sum to extinguish an old debt, in the transaction known by the 
name of the bead weight annuity, 585,740?. of which was sold to 
the Bank of England for about 13,089,000?. This transaction and its 
sinking-fund fallacies were emphatically condemned by the Select 
Committee on Public Income and Expenditure, which sat in the year 
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1828. The remarks, in pages 22 and 23 of their fourth report, are 
very instructive on this point, but it is somewhat surprising that 
the Committee did not more closely investigate the principles 
of the general Government life annuity scheme, so as to add further 
consistency to their conclusion upon the principle of. the dead weight 
annuity, in which they remark that it does not appear that there is 
any objection to the principle of diminishing the immediate weight of 
a public burden, existing in the shape of life annuities, by converting 
it into an annuity for a longer term than the average duration of the 
lives for which it would be payable, and thereby diffusing the charge 
at a diminished rate for each year, over a longer space of time. 

No further legislation took place in life annuity matters until 
1828. In the meanwhile the public transferred their stock and 
paid money to the extent shown in Table D of the Appendix 
to this paper, which affords a very fully detailed estimate of the 
capital stock of every denomination transferred and cancelled in each 
year, with a separate statement for long annuities cancelled. Table 
H of the Appendix is an account of the amount of annuity granted in 
each year, the amount of annuity expired in each year, and the 
balance charge outstanding. {Vide also Abstracts Nos. I. and II., im- 
mediately preceding the Tables.) 

Interpellations seem from time to time to have been addressed to 
the Government, on the subject of the rates of annuity being calcu- 
lated upon terms too favourable to the life-annuitant, and more than 
one petition was laid on the table of the House of Commons setting 
forth that such was the case. 

The calculation of new tables of mortality, to be estimated upon 
the recorded results of annuity and tontine transactions entered 
upon by the British Government, were ordered to be made by the 
department of the Commissioners for the Seduction of the National 
Debt, and, after several years' labour, the results were published, by 
order of the House of Commons, 31st March, 1829. The great fea- 
ture of the new table, called the Government Observations, was that it 
made a wider degree of difference between male and female expectation 
of life than had been observed in other previous investigations into the 
relative vitality of the two sexes. So far as regards male life the 
results, for all practical purposes, were closely identical with those of 
De Parcieux's Table at nearly every age, but there is room left for 
doubt whether too short an assumed duration of life for males, par- 
ticularly at advanced ages and in a select class, and, consequently, too 
high a rate of annuity at such ages, is not still allowed to regulate the 
terms on which the Government grants life annuities. 

To revert, however, to the chronological order of our enquiry. 
The reader need scarcely be reminded that, between 1824 and 1829, 
the great question of public revenue, expenditure, and debt was 
much discussed, and important alterations effected. The empiric sys- 
tem of the sinking-fund theory, which had been believed in with 
varying degrees of credulousness for some 112 years, and which had 
withstood the heavy blows dealt at it through the remarkable work of 
Dr. Hamilton, was at length beginning to totter on its foundation. 
The subject of life annuities formed a component part of the general 
questions under discussion, in connection with the labours of the 
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select committees on public income and expenditure, which sat 
between 1825 and 1829. Convinced of the* loss which had accrued 
under the tables hitherto in use, and pending the completion of the 
new tables and the then forthcoming general recommendations of the 
Select Committee of the House of Commons on the Public Income 
and Expenditure of the United Kingdom, an Act of 9 May, 1828 
(9 George IV., c. 16), was passed, to repeal so much of the several 
Acts as empowered the Commissioners for the Reduction of the 
National Debt to grant Life Annuities.* 

This suspense period of the scheme is a convenient stage at which 
to consider how far its principles were, or were not, altered to meet 
the changed conditions of the times, and to place it on a level with 
the information obtained through the experience of the past. 

The plan which the Government seem to have pursued was not 
the test of general principles of finance and taxation, but was re- 
stricted to the examination of the vital statistics of the nominees of 
the English and Irish Annuity and Tontine schemes. 

This amounted to little beyond a laborious means of corroborating, 
so far as new facts were suitable to elucidate that view, the recognized 
fact that the duration of life amongst a select class, such as annuity 
nominees, is usually superior to the duration of life at like ages 
amongst the unseleeted or general mass of the community. 

The Government did no more than direct a new table to be 
constructed; and there is no trace discoverable of their having 
enquired whether the principles on which the life annuity scheme 
had been originated in Mr. Perceval's time, and particularly the 
theory as -to the then assumed power of the scheme to redeem the 
stock transferred at the price of the original commutation of the 
perpetual annuities into increased annuities ceasing at the expiration 
of the selected lives, were realized, or not, in the practice of the 
transactions which had taken place. 

The life annuity plan was manifestly part and parcel of the 
Sinking Fund plan, appeared in strict conjunction with the accounts 
of that fund, and should have stood or fallen with it. If calculations 
of the results of that fund showed, most unmistakably, its costly 
failure, the fallaciousness of its theory as well as of its practice, the 
results of the petty sinking fund of life and terminable annuities 
might with propriety have been subjected to the same tests of 
enquiry, and to the same methods of remedy. In some respects, 
indeed, the life annuity plan, as an offshoot of the sinking fund, 
presented defects from which the body of that fund was compara- 
tively free. The latter fund was in general of definite and prescribed 

* The impelling motive of this repealing Act was the Report of the Select Com- 
mittee on the 10th March, 1828, couched in the following terms : — 

" The Committee having, in the course of their inquiries, discovered that the 
conditions under which the Commissioners of the Sinking Fund are required, by the 
Act for enabling the Commissioners for the Reduction of the National Debt to grant 
Life Annuities, are extremely disadvantageous to the public, feel it to be their duty to 
call the immediate attention of the House to the expediency of repealing this Act." 

Vide also Mr. Alderman Waithman's statements in the House of Commons on 
the 24th April, 1828, (Hansard, vol. xix., p. 50,) and Mr. Finlaison's Evidence on 
the 29th March, 1849, annexed to Report of the Episcopal and Capitular Estates 
Commission. 
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extent, and the measure of its obligatory character was matter of 
public arrangement. Not so as regarded the extent of the operation 
of the life annuity plan, as it conferred an inchoate right upon 
every stockholder, and an available power upon every possessor of 
money, to exercise his own pleasure in burdening the country with 
further taxes, and with further loans, to provide him with the 
additional charge resulting from the grant of the life annuity he 
chose to purchase. In other words, each transaction so entered 
upon at the choice of the fundholder, and not at that of the public, 
imposed upon the latter the creation of a sinking fund, beyond the 
original or legitimate charge under the perpetual annuity on the 
capital stock which was commuted upon the purchase of a life 
annuity. 

"We ought to be very disinclined to accept any dictum, however 
distinguished the authority from which it may proceed, that the loss 
under the old life annuity scheme, from 1808 to 1829, arose purely 
and simply out of the errors of the table of mortality. It 
is an error to assume that the whole matter for investigation 
is the actual, as compared with the expected, degree of vitality 
of the annuitants ; and it begs the question that nothing attaches 
to the after effect of the rate of interest originally regulating 
the annuity transaction, and consequently that the subsequent prices 
of stock and rate of interest, and the incidence upon the taxed public 
of the altered fiscal and financial regulations accruing from each 
grant of a life annuity, have nothing whatever to do with the 
ultimate result ! 

"We must either concede this, or else examine how far the 
question is resolved, affirmatively or negatively, by the financial 
statistics of the life annuity plan, so far as they can be sifted from 
the public accounts. 

"With the view last-mentioned, it will be desirable to divide 
the enquiry into two distinct periods. The first period extend- 
ing from 1st September, 1808, to the 5th January, 1829, being 
the term during which the old life annuity plan, introduced 
in the chancellorship of Mr. Perceval, was in operation. The 
second period extending from 1 st September, 1808, to 31st March, 
1855, being the whole period down to the last date of the finance 
accounts, during which the old life annuity plan just referred to, 
and the new life annuity plan introduced in the chancellorship of 
Mr. Goulburn, have been in operation. 

Strictly, there should be three branches of enquiry, viz.— the first 
two to comprise the investigation of the results of the old plan during 
the two periods separately, and the third branch to take cognizance 
of the new plan separately from the old. There are, however, sta- 
tutory impediments which render this sub-division impossible. It 
would be getting out of the chronological order of this paper to enter 
into explanations at this point of the enquiry ; they will therefore be 
submitted in a subsequent part of it, and we will therefore proceed at 
once to consider the financial statistics of the life annuity plan during 
the first period commencing 1808, and ending with the close of the 
year 1828, taking the general point of view at the period of the 
financial accounts for the year ended 5th January, 1829. 

VOL. XIX. PAET IV. 2 A 
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As conducive to clearness and to economy of space the various 
statistical tables illustrative of both the periods are transferred to 
the Appendix ; and it is hoped that the precise definitions endeavoured 
to be conveyed in the headings of those tables, ■will afford some 
assistance in the course of the following observations on the aggre- 
gate results, and on the general deductions, which may be drawn 
therefrom. 

IV. — Financial Statistics and Results of Government Life 
Annuities granted during the Mrst Period, September, 1808, 
to January, 1829. 

(a). The collective results of Table D show that the amount of 
capital stock of various denominations transferred to, and cancelled 
by the Commissioners for the Reduction of the National Debt on 
account of life annuities granted between the years 1808 — 1829, was 
nearly 10,919,000Z., and that, in addition, a total long annuity of 
about 24,000Z. (expiring in 1860, had it not been transferred) was 
cancelled in the same period. The capitalized value of this long 
annuity, assuming it to have been converted at the various dates of 
the transference of the items composing it, and according to the 
ruling prices of stocks from 1808—1829 (vide Tables J and K), is 
equal to about 448,0002. of 3 per cent, capital stock.* The latter 
sum added to the 10,919,0002. stock, before mentioned, gives an 
aggregate estimated amount of 11,367,0002. capital stock transferred 
and cancelled (September, 1808 — January, 1829). This includes 
capital stocks other than 3 per cents to the extent of about 
421,0002., or not more than 3 T 8 ^- per cent, of the aggregate of 
11,367,0002. stock. 

(J.) The perpetual annuity, cancelled by the transference of 
this aggregate amount of capital stocks, is shown by Tables F and 
G-, to have amounted, as at the close of the financial year ended 
5th January, 1829, to a net total of 332,0002. per annum (in round 
figures). This result is arrived at after careful estimate for each 
year, and corrections for the reductions of 5 per cents into 4 per 
cents in 1822-3. Adding the perpetuity equivalent to the long 
annuity cancelled, the 332,0002. becomes 350,0002. of perpetual 
annuity cancelled (September, 1808 — January, 1829). 

(c). The aggregate of life annuities granted from the commence- 
ment down to the end of the same period, was about 870,0002. per 
annum (vide Table H), from which subtracting an aggregate of life 
annuities expired, say 238,0002. per annum (vide Table H, col. 5), 
the remainder indicates the net amount of life annuities outstanding 
and charged upon the sinking fund, viz. — 632,0002. per annum, on 
the 5th January, 1829. 

(d). The additional annual charge, above the corresponding 
charge if no life annuities had been granted, was, consequently, at 
the date in question, the excess of the 632,0002. of life charge over 
the 350^00021 of perpetual annuity charge cancelled. The excess 

* Or it may be otherwise defined that an aggregate of about 24,000/. of long 
annuity cancelled at various periods, as regards the items which compose it, may be 
taken as tantamount in value to an aggregate perpetuity of about 18,0002. per annum, 
valued at 448,000/. stock. 
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was then 282,000?. per annum above the perpetual annuity, and the 
total excess to continue during the lifetime of the annuity nominees. 

{e). For an estimate, however, of money payments antecedent, 
and down, to the end of the period ; the payments or charge under 
the long annuity, without capitalization, should be added to the 
payments under the perpetual annuities on capital stocks ; for 
although it is immaterial, in the preceding paragraph, whether as a 
statement we take the estimated excess of charge under the life 
annuity scheme at 282,000?. per annum, on the 5th January, 1829, 
with allowance for capitalization of life annuity, or at 276,000?. if 
without allowance, in that shape, for such capitalization, it becomes 
material to the following remarks, that in the estimate of money 
payments we should review as nearly as possible the precise extra 
payments without such a capitalization. 

In Table L, it is estimated, accordingly, that the payments of 
interest under the perpetual annuity on capital stocks, and under the 
terminable annuity on long annuity, transferred to the Commissioners 
on account of life annuities, supposing no redemption by, nor com- 
mutation into, life annuities, had so taken place (or, in other words, 
that the life annuity plan had not been adopted), would have 
amounted, in the period from September, 1808, to January, 1829, to 
about 3,308,000?. in cash payments without accumulation of interest 
thereon, either simple or compound. 

(f). In Table L, it is similarly estimated that the payments to 
annuitants under the life annuity plan amounted to about 6,568,000?. 
in cash payments without accumulation of interest thereon, either 
simple or compound, during the same period. 

(f). Comparison of the preceding figures shows that the excess 
of aggregate money payments under the life annuity scheme, as 
contrasted with the payments which would have been requisite had 
that scheme not been adopted, was about 3,260,000?. without interest. 
(September, 1808, to January, 1829.) 

(h). It has already been stated (c) that the amount of charge 
upon the sinking fund for annuities payable by the Government 
during the future lifetime of the annuitants, was, at 5th January, 
1829, about 632,000?. per annum. The question then arises, — what 
was, at that date, the then present worth, capitalized value, or reserve 
necessary to meet liabilities under such a charge ? 

Public statistics are quite deficient in the elementary data 
requisite for an exact solution of such a question. These data 
are not, however, of a more complicated character than returns, 
classified according to ages, and stating the amount of annuities 
depending on lives at each age. 

If we were to admit, except as collateral evidence, the estimate 
of the liability under life annuities according to the figures adopted 
by the Select Committee of the House of Commons on Public 
Income and Expenditure* (vide their fourth Eeport, 30th July, 
1828), we should in such a case be admitting an undervaluation of 
that liability in the element of the rate of interest involved. The 
other data, that is to say, the statistical accounts of amount of 

* This is the Committee of which the late Lord Coogleton (Sir Henry Parnell), 
was Chairman. 

2 a2 
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annuity outstanding at each age, we are bound to assume were duly 
enquired into, though not made public. 

Reverting to the rate of interest. The rate at which the Select 
Committee valued the future payments of terminable and life 
annuities was 4>% per cent. This was neither the rate which at this 
period (July, 1828) represented the past rate during the existence of 
the life annuity plan ; nor was it the average rate which, looking to 
the past experience of that plan, should have been considered as 
some guide tor the future. 

In Tables J and K of the present paper, it is shown that the 
rate of interest at which life annuities could have been purchased from 
the Government during the continuance of the period (1808 to 1828) 
was much nearer to 4 than to 4£ per cent. Looking to the then 
immediate indications of the financial condition of the country, and to 
the test of the then price of the funds, 3-J per cent, would have been a 
more appropriate rate for the valuation of future payments than 4f per 
cent. At the present date (May, 1856), we have the advantage of 28 
years of further facts as regards these prices, and as shown in Tables 
J and K, it appears that down to the 31st March, 1855, the average 
daily rate of interest on Government security has been no higher 
than 32. 4*. 6*2. (say 3£ per cent, from 5th January, 1829, to 3lst 
March, 1855.) 

On the whole, 3J per cent, would have been a suitable rate for 
the approximate valuation in 1828, and to the extent of the difference 
between it and 4$ per cent., we may properly modify the estimates 
then made. 

The estimates referred to in the Eeport of the Select Committee 
of 1828, were based upon the terminable and other annuity charges 
outstanding, as at 5th January, 1828, and the sum at which the Life 
Annuities were deemed susceptible of capitalization, or of valuation 
to estimate the liability thereunder, was taken as equal to about 
10$- years purchase. This included the portion of liability attaching 
to 13,2752. per annum of outstanding deferred annuity.* 

Our present estimate for the date of 5th January, 1829, embraces 
a period one year beyond that of the Select Committee of 1828. But 
as the annuity business was virtually stopped during the greater part 
of the year 1828, we shall not be far from the fact in estimating the 
deferred annuity outstanding in reversion at 13,000Z., on 5th January, 
1829. 

Valuing at 3i per cent., instead of 4J- per cent., 11 years' pur- 
chase of the immediate and deferred life annuities, may, having due 
regard to all the considerations explained at full length in the pre- 
ceding remarks, be taken as a sufficiently near approximation to the 
liability under, or capitalized value of, the future charge under these 
contracts, as at date of 5th January, 1829. Adding, therefore, the 
13,0002. of deferred annuity outstanding, to the 632,0002. of imme- 
diate annuity outstanding, a gross future charge of 645,0002. per 
annum during the lives of the nominees then on the books of the 

* The power to grant such deferred annuities was vested in the Commissioners 
through the provisions of the Act 57 Geo. III., c. 26 (year 1817), which has been 
before adverted to, but no regular statement of the growth of this charge is to be 
ebserved in the annual finance account of years prior to 1830. 
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Government, is thus ascertained, and the liability at 11 years' pur- 
chase was 7,095,000?.* 

(*'.) Having so far collected the data on which to base the 
estimate of ultimate results, it appears from what has preceded, that 
to arrive at the money cost of redeeming 11,367,0007. of capital 
stock {vide a. ante), we must add the money payments in excess on 
the life annuity account, as compared with the money payments for 
interest on the capital stock (or perpetual annuity) account, viz. : — 
3,260,000?. as before quoted (vide g. ante), to the liability on current 
annuities, viz., 7,095,0007. (h.) 

The total of these two items, or 10,355,0007. is the money cost, 
without any allowance for interest, of redeeming the 11,367,0007. of 
capital stock. But, as has been explained at some length in the 
preceding sections of the present paper, this country had to provide 
additional funds from taxation and loans to meet the increased 
annuity charge which arose in each year, by the commutation of 
perpetual into life annuities. For this not only had the Government 
to provide interest by means of such fresh taxation and loans, but 
in the process of this provision, interest on interest was lost to the 
public, so far as regarded the power which the taxed public would 
otherwise have retained of employing this portion of their funds in 
industrial or other profitable undertakings of every description. The 
rate of accumulation by such means may, at the very lowest estimate, 
be taken at 5 per cent, for the period from September, 1808, to 
January, 1829. (Vide particularly the evidence taken before the 
Select Committee of the House of Commons in 1818, and before the 
Select Committee of the House of Lords in 1841, upon the Laws 
regulating the Interest of Money.) 

In Table M will be found the full details of the extra expense 
thus incurred from year to year, and which indicate a total further 
outlay of about 82,0007. at 5 per cent, simple interest, or 1,500,0007. 
at 5 per cent, compound interest. (4,760,000 — 3,260,000.) 

* The following tabular statement, in illustration of the per-centage ratio of 
expired annuities to the average amount of annuity exposed to the risk of mortality 
during the seven years immediately preceding the date of the period under examina- 
tion, will be of some use as a guide to any approximate estimate of liability. Correc- 
tion is, of course, needful for the possibility of more or less important fluctuations in 
the average annuity on each life. 
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It is important that due note should be taken of these figures, 
and we have separated them from the context of the tables, in order 
that no more than the proper degree of their influence upon the 
general question should be ascribed to them. 

To the 10,355,000/. of money cost of redemption, 1,500,000/. for 
interest must therefore be added, making a grand total of 11,855,000/. 
as the aggregate expense of cancelling 11,367,000/. of capital stock 
(in tbe period from September, 1808, to January, 1829). 

The average price at which the stock transferred to the Commis- 
sioners on account of life annuities, was ultimately redeemed, sup- 
posing the business liquidated at 5th January, 1829, was consequently 
about 104| per cent. 

With the view of estimating the amount of loss to the public, 
with a sufficient degree of accuracy for any practical purpose, the 
only remaining point of inquiry is the ascertainment of the prices at 
which the capital stocks producing perpetual interest were trans- 
ferred to, and may be considered as thereupon cancelled by, the 
Commissioners for the Reduction of the National Debt, on each 
purchase from them, or commutation of such stocks into life 
annuities between September, 1808, and January, 1829. 

An abstract average purchasing price should, if possible, be 
discarded. The objections to assuming such an element of calcula- 
tion have been felt to apply to the present occasion ; besides which 
instruction was to be obtained in pursuing a more detailed, though 
certainly a more laborious, method. The results are tabulated in 
Tables J and K, and it will be observed (Vide Table F), that in the 
collective prices at dates of transfer to the Commissioners, proper 
allowance is made for capitalization of long annuity into consols, as 
regulating the terms of long annuity transfers according to the regu- 
lation of that part of the statute which affects such transfers ; and, 
further, that regard is had to the correction applicable in respect of 
the reduction of the 5 per cents, into 4 per cents. The final result 
is to the effect, that the aggregate price at dates of transfer of the 
stock to the Commissioners, may fairly be estimated at 8,731,000/. 
for 11,367,000/. stock, being an approximate price of 75/. per 100/. 
of 3 per cent, stock, or 4 per cent, for money. On the other hand, 
the ultimate actual price of redemption, balancing the account as at 
5th January, 1829, was, as has been previously shown, 11,855,000/., 
or about 104i per cent. 

The net money loss to the public may therefore, under the condi- 
tions previously explained, be estimated at the difference between 
the price of transfer and the price of redemption, on review of the 
whole course and effect of previous existing and expired transactions 
at any given date. 

The date to which the preceding remarks have thus far extended 
is the 5th January, 1829, and at that date the difference in question 
amounted to about 29£ per cent, loss on all the capital stock trans- 
ferred or cancelled upon the purchase of life annuities; and the 
money loss to the Government, and consequently to the community 
at large, may correspondingly be estimated at the difference between 
11,855,000/., the actually accrued price of ultimate redemption at 
5th January, 1829, and 8,731,000/., the aggregate transfer price on 
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all life annuity transactions entered into between 1st September, 
1808, and 5th January, 1829. Thus (stating the result in other 
words, and using the accustomed phraseology of similar statements), 
instead of each 100Z. of money placed at the disposal of the Govern- 
ment by purchasers of life annuities, at the average price for transfer 
of 75Z. money for each 100Z. of 3 per cent, stock, having, as was 
anticipated, redeemed and cancelled 133?. 6s. 8d. of such stock, it 
really only redeemed and cancelled about 951. 18s. of the stock ; the 
ultimate ruling price of the transaction being as explained, 104JZ. 
money instead of 751,' money, for each 100Z. stock. 

The difference shows a net adverse balance of 3,124,000?. loss for 
the twenty years and four months ended 5th January, 1829. 

In the absence of any publication, or of any data for the ascertain- 
ment, of the vital statistics of the Government Life Annuitants, it 
is impossible to say how much of this loss arose from the errors in the 
calculation of the tables as regarded the value of life (taking into 
proper consideration the limits which to a certain extent existed in 
modification of those errors), or how much of the loss in question 
arose from the real defects in the principles upon which the Govern- 
ment has during the last half century embarked in the speculation of 
life annuity business, without the power of conducting such a business 
on the principles which ordinarily regulate such a measure of finance, 
when conducted by trading bodies or individuals. 

But that ike loss has in a large measure arisen from those inherent 
defects in principle will the more clearly appear when we extend our 
observations to what has taken place since 1829, and down to the 
present time. 

V. — Select Committee of the Souse of Commons on Public Income and 
Expenditure {Fourth Report of 1828). — Sinking Fund. 

On the 10th July, 1828, just two months after the date of the 
Act which rescinded the powers of the National Debt Commissioners 
to grant life annuities, the fourth Report of the Committee on 
Public Income and Expenditure (commonly called the Finance 
Committee) was ordered to be printed. The Committee stated in 
that Report that whilst they did " not deem it incumbent on them, 
in discharge of the duty imposed upon them, to express any opinion 
upon the subject of the past transactions connected with the sinking 
fund, they did not hesitate to declare that they could not under any 
circumstances recommend a sinking fund not provided by a real 
surplus of income." 

On the following day Mr. Goulburn brought his budget before 
the House. Applying his remarks at considerable length to a 
discussion of the principles of the sinking fund, and to a defence 
of Mr. Pitt's original intentions upon the introduction of the 
measure, which, he contended, were in strict conformity with tho 
principle that surplus of income over expenditure was the true 
foundation of a sinking fund, and that Mr. Pitt was only forced 
by circumstances to infringe upon that principle and to keep up a 
sinking fund by borrowing and creating fresh debts of a permanent 
character, Mr. Goulburn proceeded to express his concurrence iu 
the view of the Committee that there was no alternative but to 
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commence from that period to reduce the nominal amount of the 
sinking fund to that of the real surplus of revenue, and concluded his 
remarks on the subject with these words : — 

" If the House should acquiesce in my proposition, they would 
in future apply 3,000,000Z. to the redemption of debt, which I believe 
to be equally for the advantage of public credit and the best interests 
of the country. It must be acknowledged that the existing system 
of incurring debt with one hand and redeeming it with the other, 
was liable to the charge of delusion." 

This important admission on the part of the Chancellor of the 
Exchequer called forth condemnations of the sinking fund from 
other members, one expressed his delight that that " glorious piece 
of nonsense was about to be extinguished," and Mr. Hume spoke of it 
as that " humbug scheme," and wished to see the words " Sinking 
Fund" abrogated from the language of the House. 

Mr. Herries (the Ex-Chancellor of the Exchequer), who had 
contributed largely to the information collected by the Finance 
Committee, stated, in a subsequent part of the debate, that upon 
principle the old system of a sinking fund, in borrowing money to 
pay off debt, was objectionable. " He admitted that the Chancellor 
of the Exchequer had, throughout his statement, considered the life 
annuities as forming a portion of the sinking fund ; but that in reality 
those annuities subjected the country as much to a charge as any other 
portion of the debt, and that supposing there was no real surplus of 
income over expenditure, they must be considered as forming a real 
deficiency" " When, therefore, his right honourable friend called the 
surplus 3,800,000^. it undoubtedly included a sum of 617,000Z. on 
the head of life annuities ; and, deducting that amount, the whole 
real surplus would, therefore, appear to be about 3,200,000Z." — Mr. 
Herries did not pursue the subject further, but his remarks, in 
common with those of some speakers who had preceded him, are 
fairly open to the question whether any objections, proved to be 
valid in the case of the sinking fund, and of any fixed and compulsory 
borrowing in support of that fund, are not equally liable to the same 
censure of unsoundness in principle, and hurtfulness in practice, 
when perpetuated in the case of life, and other terminable annuities 
or loans, in which the obligatory sinking fund principle is retained in 
full operation ? 

Mr. Herries, in a previous part of his speech, in dissenting from 
the proposition of the Member for London (Mr. Ward), that this 
country was pledged to any special amount of a sinking fund, said 
it was not so pledged, save in the one single exception which proved 
the rule for which he was contending, viz. — a particular stock in 
reference to which a distinct compact had been made, that 1 per 
cent, per annum should be appropriated to its reduction. He 
" meant the 3-J- per cents." 

"With Mr. Herries's clear conviction of the identity of the life 
annuity plan with that of the sinking fund, it is remarkable that he 
expressed no objection, to the infraction of the new principle recom- 
mended by the Finance Committee, which would be involved in 
every fresh annuity grant. For example : — an annuity is granted to 
a life aged 20 by the Government ; the agreement on their part to 
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pay him an increased sum over and above the perpetuity upon the 
capital stock transferred and cancelled upon the purchase of the 
annuity taking place, may extend 60 or 70 or more than 70 years 
to come ; during all this prolonged period of years the Government 
has to tax the public, and to borrow fresh funds by way of loans on 
perpetual interest, in all the alternations of war and peace, of com- 
mercial adversity and prosperity, and of good and bad harvests, to 
provide the petty, but obligatory, sinking fund to which the national 
good faith is pledged in this, as in every other, grant of a life annuity. 

The facts which have been adverted to are certainly in favour of 
the view before expressed as to the subsidiary question of the degree 
of incorrectness of the Mortality Table employed in the life annuity 
calculations having diverted the attention of the legislature from the 
graver defects of financial principle inherent in the life annuity plan. 

Those who have considered the progress of finance in 1828 need 
scarcely be reminded that the plan of an obligatory sinking fund of a 
definite amount was not immediately dispensed with. A Bill was 
introduced to appropriate three millions to the reduction of the debt, 
until the 5th July, 1829,* and the Act 9 Geo. IV., c. 90, was passed 
with that view, being only, however, a temporary measure to pave the 
way for the Act 10 Geo. IV., c. 27, of the next Session (1829), which 
gave the coup-de-grace to the old sinking fund and inaugurated the 
better principle that only such sums as shall appear to be the actual 
surplus revenue of the United Kingdom beyond the actual expenditure 
thereof, shall be applied towards the reduction of the National Debt. 

Inasmuch as the life annuity plan applies other sums to such a 
purpose, it is at least so far antagonistic to the spirit of this final mea- 
sure with regard to the sinking fund. 

The Act of Parliament last referred to provided that the separate 
sinking fund account should be closed and transferred to the Consoli- 
dated Account, and this, of course, affected the mode of charge of the 
life annuities : consequently we find, in the finance accounts for the 
year 1829, a memorandum, by the Comptroller-General, signifying 
their transference from the sinking fund to the consolidated fund, at 
and after 5th July, 1829. 

VI. — Government Life Annuity Plan, introduced in 1829 by the Right 
Honourable Henry Goulbum ; with Note upon the Projected Go- 
vernment Life Insurance Plan, in Connection with Life Annuities. 

In the meanwhile the observations which the Government had in- 
stituted upon the mortality results of the old tontine and other 
Government annuitants, had been brought to a close, and although 
(as has been explained) the resolutions of the House of Commons and 
its acts, in regard to the sinking fund, applied, in spirit, so entirely 
to the life annuity plan, as an integral portion of the sinking fund, 
that the power to grant further life annuities might most consistently 
have been taken away from the Commissioners ; it did not, however, 
appear to have been the desire of the Government to have the greater 
and the less sinking fund considered simultaneously, for they brought 
in a measure connected with the less, whilst the question of the 
greater was pending. 

* Mr. Huskisson was of opinion that a larger annual sum should be set aside for 
the purpose. 



346 



On the Financial Statistics of British 



[Dec. 



In February, 1829, the House resolved itself into Committee, on 
the new Life Annuity Bill, introduced by Mr. Goulburn, as Chan- 
cellor of the Exchequer. The right hon. gentleman did not address 
himself at all to the general principles of finance or public economy 
involved in the scheme, and, in this respect, his statement compares 
unfavourably with that of Mr. Perceval, on the like occasion, in 1808. 
The whole of Mr. Goulburn's speech amounted to little else than a 
lecture on that somewhat threadbare subject, the Northampton table 
of mortality, as compared with other observations on vital statistics 
in general, and with the new Government observations in particular. 
Special stress seems to have been laid on a very questionable proposi- 
tion, submitted almost as an axiom, that, because Dr. Price's obser- 
vations had reference to a small number of persons, " he (the Chan- 
cellor of the Exchequer) believed no more than 7,000 or 8,000, the 
House would perceive that the new calculations could not fail to be 
more accurate, because the lives embraced in the Government obser- 
vations would include the tontine commenced in 1693 and ended in 
1782, those who received exchequer annuities in 1745, 1746, 1757, 
1766, 1778, and 1779 ; the holders of Irish tontines in 1773, 1775, 
and 1778 ; and of the English tontine in 1789." Not satisfied with 
this medley of lives, chosen at various dates, Mr. Goulburn said that 
to them would be added the lives of those who had purchased annui- 
ties for the last 20 years under the Act which regulated annuities for 
lives, and that the mass of lives on which the observations would be 
made would amount to about 24,000. 

Mr. Goulburn's statistics were here somewhat at fault. The new 
calculations, which were made the basis of the rates introduced by his 
measure, were not formed upon a larger number of complete observa- 
tions than 6,679. By complete observations is here meant lives 
entered upon the Government books as annuitants, and remaining on 
those books until the dates of their death, such dates of death being 
prior to the ultimate date to which the observations extend. To the 
number just mentioned may be added 12,119 incomplete observations, 
by which is here implied lives entered upon the Government books as 
annuitants, and remaining on those books, as still living, at the ulti- 
mate date to which the observations extend.* The introduction of 
so many incomplete observations — nearly two-thirds of the whole 

* The working observations may be scheduled as follows : — 
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number of observations, had the effect of very much marring the 
degree of reliability to be placed upon the deductions therefrom at 
the more advanced periods of life ; the result being to increase the lia- 
bility to error, in under-estimation of the vitality at such periods, as 
practically indicated by comparatively high rates of annuity. 

In Table C of the Appendix is a condensed abstract of specimens 
of rates, at various ages and prices of stock, and which should be 
compared, in detail, with the Table A of the Appendix before ex- 
plained, as illustrative of the rates required, from 1808 to 1828. It 
will be noticed that the rates under the new table are higher than 
under the old table for male lives, at all ages above 60, when the 
price of the funds is 85Z. 2s. 2d. and upwards, and at all ages above 
70, whether of males or females, when the price of stocks is 
991. Ss. Qd. We do not enter into further comparisons with other 
tables and other rates in practical use here and on the continent, as 
it would exceed the due limits of this paper to do so. 

Mr. Goulburn, in introducing the new measure, did not so much 
as entertain the question whether a balance of profit or loss might 
result therefrom ; on the contrary, he seemed to lay it down as an 
axiom that it would be entirely self-adjusting. He stated that his 
only object was to extend the principle laid down in the former act, 
repealed in the preceding session, and to establish a more accurate 
basis, for calculating the value of annuities, in order to combine with 
the greatest possible convenience to that part of the public interested 
in the purchase of annuities, security against loss on the part of those 
who granted them. 

A great contrast is here presented to the tenor of the remarks 
of Mr. Perceval on his introduction of the former Act, when he 
candidly admitted that the scheme would only hold good when prices 
of stocks should happen to be low and likely to rise, and the 
contrary when they should happen to be high ! Mr. Perceval 
acted up to his convictions by fixing a maximum rate of annuity 
at a comparatively low price of stocks, but Mr. Goulburn quite 
overlooked this safeguard. 

To confer an additional attraction upon his measure, Mr. G-oul- 
burn introduced some new branches of business to be undertaken by 
the Government. The chief of these was the grant of deferred con- 
tingent annuities on lives, in consideration of the payment of annual 
premiums by the purchasers. Such deferred annuities were to com- 
mence at the end of whatever period of time the bargain might be 
made for, in case the nominee should survive.* 

It is difficult indeed to conceive how such a business, or, rather, 
such a speculation, could ever realize the exordium of Mr. Goulburn' s 
address, as to the Government being absolutely secured against loss. 
Viewing the matter as an ordinary business operation, an individual, 
or trading body, would look for protection against loss to a very 
considerable extent in the profitable investment of each annual 
premium as it fell due, but how could the Government, which neither 
can trade (in the legitimate acceptation of the term) nor invest, 

* This measure was introduced by Mr. Goulburn, prior to the sitting of the 
Select Committee of the House of Commons, appointed to consider the petition of 
Mr. Cadogan Williams, and which reported in June, 1829. 
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except in its own securities, ever accomplish such an object ? What 
then is the state of the case as regards the Government ? Simply 
this : — a given rate of interest is assumed in the first instance as 
regulating the transaction. That rate is the ruling element of the 
terms of'the whole future of the transaction, but if the price of the 
funds rule higher at any of the due dates of the premium, the 
Government lose proportionately to the increase of the price at each 
cancelment of the stock which they purchase, with the money forth- 
coming from the annual premiums. Granted, that the contrary rule 
may prevail in the case of a falling market for stocks ; but who can 
predicate the security of the transaction, or the balance of profit and 
loss ? The plan is open to all the objections which are valid against 
the Government Immediate Life Annuity plan, increased in the 
proportion of the number of years during which the annuity is 
deferred, but differing as adversely affected by a rise in the Funds. 

Mr. Goulburn looked upon this part of his measure as a great 
boon to the public — anticipated that " a large class would be anxious 
to avail themselves of it," and averred that the public " would thus 
be enabled to make a future provision, not by encroaching upon their 
capital (?) but by the exercise of thrift, by paying a portion of their 
annual income." 

The course of the Chancellor of the Exchequer's observations 
would appear to have been intended to impress the House of 
Commons with the conviction that a great provident and deposit 
office would at once be put into active operation under Government 
guarantee (and, of course it may be understood, without charge for 
that guarantee). It is again remarkable that statistics of the former 
experience of the Government in their deferred annuity business 
under the old plan, were not referred to as some guide to the probable 
amount of business to be effected under the new scheme. Such a 
reference would have shown that the deferred annuity business 
extended only to a very insignificant amount under the Government 
scheme instituted in 1817 upon the single premium basis, and which, 
any one used to calculations of life contingencies must be aware, is 
more attractive to the purchaser than the annual premium system 
when calculated by the Northampton rate of mortality, or other table 
of a like character. So small indeed was the business done, that, as 
before observed, in the year 1828, the aggregate outstanding annuities 
little exceeded 13,000Z* 

The best proof, however, that Mr. Goulburn was harbouring a 
fallacy, is to be found in the statistical test of the business trans- 
acted since the date of his measure (1829) under the deferred 
annuity plan. This proves that so slow has been its advance, so ill 
appreciated the proffered advantages, that at 31st March, 1855, 
(being the last date to which the total is attainable) the aggregate 
outstanding amount of deferred annuity on the Government books, 
was no more than under 30,000Z. 

The figures of the deferred annuity business for each of the years 
1829 to 1855, are given in Table N of the Appendix ; and the deduc- 
tion is, that viewed in the light of a national measure — and however 
well intended — the scheme is an utter failure. And this result has 
been obtained, even in the face of the adventitious aid and publicity 
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given to the scheme by certain supplementary Acts of Parliament, 
viz. ; the Acts 3 William IV., c. 14 ; 7 and 8 Victoria, c. 83 ; 16 and 
17 Victoria, c. 45, bringing the savings' banks into immediate con- 
nexion with the National Debt Office, as feeders to the plan of 
deferred and immediate annuities. {Vide annexed note for a full 
statement on this part of the subject, and also upon the life insurance 
schemes projected on two occasions by the Government.*) 

* The Act 3 Will. TV., c. 141, passed 10th June, 1833, enables depositors in 
savings' banks, and others, to purchase government annuities through the medium 
of savings' banks. The annuity on any one nominee not to exceed 201., and no 
nominee to be under the age of fifteen years. Instead of the price of the annuity 
being regulated by the price of the funds, or the rate of interest in the market for 
government securities, as was the case with other annuities granted by government, 
one uniform rate for money was specially allowed in fixing the price of the annuity. 
This act (vide clause xviii.) provided that if annual payments are not kept up, or if 
the party die before the annuity commences, all the payments made are to be 
returned. The effect of this was to create in the National Debt Office a State 
Deposit Office, as an auxiliary to depositors in savings' banks, or to any individual 
possessed of sufficient money to defray the expense of an annual premium for a 
deferred annuity of 20/., thereby enabling such individuals to withdraw their pay- 
ments at any such time as might be convenient (or, from ill health supervening, 
expedient) for them to do so. The terms for such contracts necessarily required 
a comparatively heavy rate of premium, although it may be doubted whether the 
rates were really high enough when we consider the right of option to discontinue 
payments, and to receive back previous contributions. In accordance with the 
principles laid down in the paper to which this statement forms an appendix, it 
would appear as objectionable for the government to pledge itself to a return at any 
time of moneys paid to it for the grant of life annuities, as it appears for it to under- 
take any such grant3 at all. The want of success of the measure adverted to in the 
paper is sufficiently shown in the very small increase to be discerned- in the annexed 
table between the years 1833 and 1844. (Vide Table N of Appendix.) 

On the 9th August, 1844, an amending Act (7 and 8 Vict., cap. 83) was passed, 
which extended the maximum life annuity from 201. to 30/., and granted power to 
return deposits, to the extent of 50/., to personal representatives without will or 
administration. These circumstances, but, perhaps, more particularly the publica- 
tion of fresh tables, under which, at a lower rate of contribution, deferred annuities 
might be purchased with absolute forfeiture of premiums in the events of death or of 
discontinuance of the contract, led to a somewhat increased business, as may be seen 
from the figures for the years 1845 to 1852. Since then the business has receded; 
and, one way and another, the outstanding deferred annuity was 4,439/. less in 1855 
than in 1852. 

The Act of 16 and 17 Vict., c. 45, was passed, 4th August, 1853, and under 
this new Act certain alterations affecting the details of the business transacted 
through savings' banks and provident societies were carried out, but in other 
respects, the power of the Commissioners to grant life annuities upon special rates, 
for the benefit of any depositor in a savings' bank, or other person whom the 
Commissioners may think entitled to be or become a depositor in a savings' bank, 
was continued. 

A further option was given by the seventh clause of this Act, which, in the sense 
of the preceding observations, is also an option exercised against the national advan- 
tage ; viz., that where a party has contracted, by payment in one sum, for a deferred 
life annuity, the Commissioners may, at the option of the party, grant an immediate 
life annuity, in place of the deferred life annuity. 

Clause X. of the Act empowers the Commissioners for the Reduction of the 
National Debt to grant Government life insurances. It provides that the said Com- 
missioners may contract with any depositor in a savings' bank, or whom they may 
think entitled to be or become such, for the payment of a sum of money on his or 
her death, provided that the party contracting for such payment on death shall, at the 
same time, purchase a deferred annuity, depending upon his or her own life, as the 
case may be, and that the money payable on death do not exceed the amount of the 
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On the 22nd May, 1829, only ten days before the abolition of the 
Sinking Fund, the new Government Life Annuity Act, as introduced 
by Mr. Goulburn, was passed, and is still in full force. Under this 
Act (10 George IV., c. 24), the life annuity powers of the Commis- 
sioners for the Reduction of the National Debt are revived, and the 
enactment authorizes them to accept the transfer of capital stock 

sum paid down for the said payment on death, and annuity taken together, and shall 
in no case exceed 100/. in the whole. 

The public are not informed as to the terms upon which such life insurances are 
granted, or whether any contracts of the kind have been entered upon. If they 
have, it is a very decided infraction of the sinking fund principle, and is further 
utterly inconsistent with the life annuity business, as it simply undoes what the 
latter is supposed to do ; for, if we were to admit that the latter extinguished debt, 
it follows that the former must create debt. Apart from all other objections to the 
state embarking in the business of life insurance, it must be obvious that every con- 
tract which the Government enters into for the payment of a sum of money at death, 
is tantamount to their raising a fresh loan, and only differs in two respects from 
ordinary loans, viz., in the first place, that, whilst in the case of the usual form of 
loan, the Government provides for and discharges the half-yearly interest as it 
becomes due ; in the case of the life insurance loan, it allows interest upon interest 
to remain in arrear, and defers the payment of the accumulated amount until the 
deaths of the parties insured. In the second place, whilst in the usual form of loan, 
the contract is at the commencement as fixed, certain, and defined as the rules of 
finance will allow of ; in the insurance loan it is otherwise, and the contract is affected 
by all the considerations connected with the business of life insurance, a business 
which it would be impossible for a Government to conduct with profit to itself and 
the community at large. 

It may be observed, by referring to the Bill as originally prepared on the intro- 
duction of Mr. Goulburn's measure, that a wish to embark in life insurance schemes 
is not new to the Government {vide Bill No. 59, 10 Geo. IV., sess. 1829. Ordered 
by the House of Commons to be printed, 27th February, 1829). The Bill just 
referred to contained a project {vide page 2) to authorise the Commissioners for the 
Reduction of the National Debt to grant annuities upon the continuance of single 
or of joiut lives, or for any limited term of years, in reversion, after any other single 
life, or after any two joint lives, and the life of the longest liver of them, or after the 
joint continuance of any two joint lives. A further part of the Bill (vide page 3) 
proposed making it lawful for the Commissioners to accept any sum of money by 
the year, in addition to their powers to accept transfers of stock a> the considera- 
tion for such annuities. Using the technical expression, the Commissioners were 
to be empowered to receive annual premiums for insurance as well as single 
premiums. 

Those unused to the theory or practice of insurance might not, at the first sight 
of the Bill, have seen that the phraseology of its provisions was intended to intro- 
duce Government life insurance under the guise of annuities in reversion. But the 
truth was sufficiently obvious to those who applied a further scrutiny ; and it appears 
that some representation was made to the Government to the effect that if, for 
example, an individual wished to insure any life for, say, 10,000/. with the Govern- 
ment, he could carry out this object by purchasing from the Government an annuity 
in reversion of 5,0002. per annum for two years certain, such annuity to commence at 
the decease of the life it was desired to insure. On the other hand, by the assured 
exercising the option of paying his premium annually, he was to be put in exactly 
the same situation as in an ordinary life insurance contract, with the one unimpor- 
tant difference that, instead of receiving the sum insured in three months from the 
time of decease of his nominee, as is the case in the usual practice of life insurance, 
he would receive it from the Government in four half-yearly payments of 2,500/. 
each. In saying that this difference was an unimportant one, the fact may be proved, 
for assuming, as an example, that the Government obligation to pay an annuity of 
2,500/. for four half years certain, would be a marketable security convertible into 
cash at, say, 4 per cent, discount, in such case all that the party insuring needed to 
have done to put himself in the same position, as in an ordinary contract for 
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of any denomination, or long annuities, or money, and in considera- 
tion thereof, to sell or grant annuities to one life, to two joint lives, 
or to the survivor of two lives ; also annuities for terms of years ; 
in any case without limitation of the amount of the annuity, and 
with no limitation as to age, except that no nominee must be 
under 15 years old ; neither is there any limitation to British 
subjects except in the case of an annuity purchased on the life of 
another. 

The preamble of the Act is somewhat inconsistent with its 3rd 
clause, for, whilst the preamble declares it to be expedient that the 
Commissioners should be enabled to grant annuities, in future, ac- 
cording to the duration of human life, as ascertained by recent tables 
of observation thereon (meaning the Government observations), the 
clause 3 confers discretionary power on the Commissioners for the 
Reduction of the National Debt, subject to the approval of the 
Lords Commissioners of the Treasury, or any 3 or more of them, 
to use any table or tables of rates. By clause 14, publication, in 
the " London Gazette," of such approval of a change of tables is 
rendered obligatory. 

Purchasers of annuities are enabled to appoint nominees, being 
natives of the United Kingdom, so that picked lives can be selected 
and a speculation entered into, against the interests of the Govern- 
ment and the tax-payer, and this has frequently been done and with 
great success to the purchasers. A discretionary power is, however, 
conferred, by the Act, on the Commissioners, or their comptroller or 
assistant comptroller, to refuse to grant any annuity on " sufficient 
grounds;" and, owing to the losses which they felt were being sus- 
tained, through the selection of nominees, particularly at advanced 
ages, at which, the correctness of the Government tables is very doubtful, 
the Commissioners, some years back, framed a notice which is still in 
force, that they will not grant any annuity on a life aged above 65, 
unless the nominee shall have, bond fide, a beneficial interest in such 
annuity. The needful extent of such an interest is not defined ; but, 
however that may be, there is no doubt whatever that considerable 
profit has been made, by the adventurers, and loss to the Government 
incurred, by speculations in annuities, on selected lives, generally in 
the humbler ranks of life, and resident in healthy agricultural and 
Highland districts, or belonging to families whose hereditary longe- 
vity is beyond the average. Such nominees have usually received a 
fraction of the annuity, to keep alive their beneficial interest and to 
preserve them in a better condition to sustain a prolonged vitality.* 

insurance, payable at the end of three months from the decease, would have been 
to insure an annuity of 5,2162. per annum for two years, i.e., four half years from 
the decease of the party insured ; and this annuity discounted at the end of three 
months would have just been worth the 10,000/. he desired to insure. 

We need scarcely remark that this projected life insurance plan, under the 
cover of an annuity plan, did not become law, and was omitted from the Act 
10 Geo. IV., c. 24. Clause X of the Act of 1853 (16 and 17 Vict, c. 45) may, 
therefore, be considered as the first introduction of life insurance business into the 
financial operations of the Government. 

* For some important information on the mortality experienced amongst 95 lives 
so selected, in Scotland, vide a paper contributed to the " Assurance Magazine," in 
January, 1851, by Mr. W. T. Thomson, of Edinburgh. 



352 On the Financial Statistics of British. [Doc. 

Clause XVII. of the Life Annuity Act is, financially and statis- 
tically considered, of a character utterly undeserving of defence, 
either on the plea of expediency or propriety. This clause is alto- 
gether so remarkable a specimen of a legal enactment to confuse ac- 
counts and prevent due knowledge of the subjects of which they 
treat, that it does some discredit to any government which maintains 
it, as well as to the administration which introduced it. 

The clause, in full, is as follows : — 

XVII. And be it further enacted, That all life annuities, of whatsoever kind, 
which shall be purchased and granted under the provisions of this Act (whether 
such annuities shall commence immediately or not, shall, in their due course, as the 
same shall fall due and become payable, be added to and shall form part of the IAfe 
Annuities payable at the Bank of England under any Act or Acts heretofore in 
force enabling the Commissioners to grant Life Annuities; and all annuities for 
terms of years, which shall be purchased and granted under this Act, shall be 
carried to a separate account in the books of the Governor and Company of the Bank 
of England, and the books of the Commissioners for the Reduction of the National 
Debt, under the title of "Annuities for terms of years granted by the Commissioners 
for the Reduction of the National Debt, pursuant to Act of the 10th George the 
Fourth;" and the said annuities for terms of years shall be comprehended in one 
general account, notwithstanding the said annuities shall continue for various terms 
of years. 

In the above quotation we have italicised the words of the clause 
which lead, as a necessary consequence, to the combination into one 
mass of the heterogeneous elements of life annuities granted under 
different systems and upon discordant tables of mortality ; so that, 
instead of any results being before the public in the divisions of Old 
and New series, or Series 1 and Series 2 of life annuities granted by 
the Government, there is but one crude and unanalysed statement, and 
that of a particularly unsatisfactory character, when we bear in mind 
that the transactions which it concerns can only be understood upon 
the strict rules and order of arrangement which are necessary to be 
observed on questions of national finance and statistics. 

As if to add a climax to this confusion, so far as public informa- 
tion is concerned, the clause threw into one general heap (for it can- 
not be called an account) the annuities granted for terms of years 
certain, varying from 10, 11, 12, &c, years (increasing in the order of 
the natural numbers), up to 100 years. 

The life annuities might easily be divided into classes, according to 
the Acts of Parliament and system under which they were granted, 
and showing the annuity outstanding at each age ; and the annuities 
for terms of years, of which no less than about 894,000?. per annum 
(exclusive of course of long annuities), were outstanding, at 31st 
March, 1855, might, with no great difficulty, be arranged in a sche- 
dule to the annual finance accounts, separating and setting forth the 
dates at which the amounts of annuity for various terms, and com- 
prised in the great aggregate charge, will respectively expire. Exact 
dates in the year would obviously be useless, but a statement setting 
forth that so much terminable annuity will certainly expire in the 
financial year 31st March, 1856, to 31st March, 1857, and so much 
from 31st March, 1857, to 31st March, 1858, &c, &c, would answer 
every purpose of a general account. 

The charge under the new annuities having thus been mixed up 
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with the charge under the old annuities, the results of the new 
scheme cannot possibly be sifted from those of the old scheme. The 
only complete separate statistics which can be extracted, in such a 
way as to admit of a comparison, extend only to our being able to 
ascertain the extent of the new transactions of the respective periods 
1808 to 1829, and 1829 to 1855. All other data from 1829 to 1855 
resolve themselves into combined statements, affecting the results of 
both periods. 

Notwithstanding these intrinsic defects, some deductions of consi- 
derable utility and of an instructive character may be drawn from the 
consideration of the collective results of the entire mass of life annuity 
operations, from 1808 to 1855, a period of between 46 and 47 years, 
in the same way as, in a preceding part of this paper, the collective 
results of the annuity business, down to 5th January, 1829, were 
reviewed. The following remarks will, therefore, take up the data at 
the point where that review terminated, or, rather, it will include and 
continue them, subject, however, to the following exceptions and 
necessary amendments. 

1st. The liability, as at 5th January, 1829, upon the outstanding 
life annuities, must be omitted altogether from the estimate we are 
about to make for the years 1808 to 1855, and an estimate of the 
liability upon the outstanding life annuities, as at 31st March, 1855, 
must be substituted for it. 

2nd. An increased average price of stocks at the dates of com- 
mutation into life annuities must be allowed for as regards the 
period 1829 to 1855. 

3rd. A lower rate of interest, and, consequently, a diminished loss 
to the public, must be assumed in the estimate of the loss accruing 
from the increased taxation raised on account of the grant of life 
annuities, and of the accumulated charge under previous grants, in 
the period 1829 to 1855. 

Subject to the preceding remarks, and adopting the same methods 
of calculation which have been explained in the statements relative 
to the period 1808 — 1829, and referring the reader to the tables of the 
Appendix for such analysis of the comparative amounts and averages of 
the separate period 1829 — 1855, as could be deduced from the published 
data in theannual finance accounts, the following observations will have 
regard to the two periods comprised within the dates of 1st Sep- 
tember, 1808, and 31st March, 1855, taken in one general view, and, 
as conducive to clearness and to facility of comparison with the 
deductions which have already been made in respect of the first 
period (1808 — 1829), nearly the same phraseology will be adopted, 
and the paragraphs lettered in the same way, but with the dis- 
tinguishing mark of an asterisk. 

VII. — Financial Statistics and Besults of Government Life Annuities 
granted during the combined Second Period, September, 1808, to 
January, 1829, and January, 1829, to March, 1855. 

(a*). The collective result's of Table D, show that the amount of 
capital stock of various denominations transferred to and cancelled 
by the Commissioners for the Eeduction of the National Debt, on 
account of life annuities granted between the years 1808 — 1855, was 
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nearly 29,694,0002.; and that, in addition, a total long annuity of 
about 25,0002. (expiring in 1860 had it not been transferred) was 
cancelled in the same period. The capitalized value of this long 
annuity, assuming it to have been converted at the various dates of 
the transference of the items composing it, and according to the 
ruling prices of stocks from 1808 — 1855 (vide Tables J and K), is 
equal to about 458,000Z. of 3 per cent, capital stock.* The latter 
sum, added to the 29,694,0002. stock, before mentioned, gives an 
aggregate estimated amount of 30,152,0002. stock transferred and 
cancelled (September, 1808 — March, 1855). This includes capital 
stocks, other than 3 per cents, to the extent of about 4,970,0002., or 
under 16y per cent, of the aggregate of 30,152,0002. stock.f 

(b*). The perpetual annuity, cancelled by the transference of this 
aggregate amount of capital stocks, is shown, by Table T, to have 
amounted, as at the close of the financial year ended 31st March, 
1855, to a net total of 891,0002. nearly, in round figures, after careful 
estimates for each year and corrections for the reductions of 5 per 
cents into 4 per cents in 1822-3 ; of the new 4 per cents into 3£ per 
cents in 1830-1 ; of the 4 per cents of 1826 into 3f per cents in 
1834-5 ; of the 3^ per cents into 3-J- per cents in 1844-5 ; and of the 
3£ per cents into 3 per cents in 1854-5. On the other hand, 
additions have to be made, in various years, equivalent to the long 
annuity cancelled in its then proportions to perpetual stock, and the 
891,0002. per annum thus becomes increased to 909,0002., nearly, of 
perpetual annuity can celled J (September, 1808 — March, 1855). 

* Or, it may be otherwise defined, that an aggregate of about 25,000/. of long 
annuity, cancelled at various periods as regards the items which compose it, may be 
taken as tantamount in value to an aggregate perpetuity of about 19,000/. per 
annum, valued at 458,000/. stock. 

t Some may be more disposed to take 30,296,000/. as the nearer approximation 
to the truth, when their notice is called to the circumstance that, in a return from 
the Comptroller-General of the National Debt Office to an order of the House of 
Commons, and dated 20th April, 1853, it is stated, that 144,415/. 9*. id. of 
Exchequer Bills were purchased, pursuant to 11 Geo. IV., c. 26, and cancelled in 
the year ending 5th January, 1831, on account of annuities for lives (vide Parlia- 
mentary Paper, No. 413, moved for by Mr. John B. Smith). Compare these figures, 
however, with those under the same head and designation, in a like return from the 
Comptroller-General of the National Debt Office, to an order of the House of 
Commons, and dated 6th August, 1851 (vide Parliamentary Paper, No. 657, moved 
for by Mr. Scholefield); and the same item will be found printed at 904,500/. We 
are entitled to consider the 144,415/. 9*. id. as the revised and corrected statement, 
though the fact of the great discrepancy is not pointed out in the document of 1853. 

J With reference to the above paragraph, and to the previous note, as to an 
amount of 144,415/. 9s. id. of Exchequer Bills purchased by the Commissioners on 
account of annuities for lives, and cancelled in the financial year ending 5th January, 
1831, it would at first sight appear that some allowance should be made for the 
interest thereby cancelled, say at 4 per cent., nearly 5,800/. per annum. But, per 
contra, let the additional charges of management incurred by the Government in the 
grant of life annuities be considered ; and further, let it be carefully borne in mind 
that, in the item of stamps under the annuity Acts, and from which, as well as from 
enrolment, the life annuity Acts excepted Government annuity contracts, and thus 
led to a very considerable loss of revenue to the Government, or rather to a shifting 
of the burden from those to whom it belonged to those to whom it did not belong ; 
and we will venture to anticipate that the item of 5,800/. per annum, from 1830 to 
1855, may most properly be omitted in the balance. 

As regards expenses of management of the Government life annuities, it may be 
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(c*). The aggregate amount of life annuities granted during the 
whole period commencing September, 1808, and ending March, 1855, 
was about 2,718,0002. (vide Table II), from which amount, subtracting 
an aggregate of expired life annuities to the extent of 1,681,000/. 
(vide also Table H), the remainder indicates the net amount of life 
annuities outstanding and charged (under the Act of Parliament 
10 Geo. IV., c. 27) upon the consolidated fund, viz. — about 1,037,000?. 
per annum of life annuity as at 31st March, 1855. (Vide Table H, 
for statements as to the outstanding amount for each financial year 
from 1808 to 1855.) 

(d*). The additional annual charge, above what the corresponding 
charge would have been if no life annuities had been granted, was, 
consequently, at the date in question, the excess of the 1,037,000Z. 
of life charge over the 909,0002. of perpetual annuity charge, can- 
celled (5*). The excess was then 128,0002. per annum above the 
perpetual annuity, and the total to continue during the lifetime of 
the annuity nominees. 

(e*). In Table L, it is estimated that the payments of interest, 
under the perpetual annuity on capital stocks, and under the termin- 
able annuity on long annuities, transferred to the Commissioners on 
account of life annuities, supposing no redemption by, nor commu- 
tation into, life annuities had so taken place (or, in other words, that 
the life -annuity plan had not been adopted) would have amounted 
in the whole period, from September, 1808, to March, 1855, to about 
19,348,0002. in cash payments, without any accumulation whatever 
for interest. 

(/*). In Table L, it is similarly estimated that the payments to 
annuitants, under the life annuity plan, amounted, during the same 
period, to about 29,199,0002. in cash payments, without any accumu- 
lation whatever for interest. 

(<?*)■ Comparison of the preceding figures shows that the excess 
of money payments, under the life annuity plan, as contrasted witli 
the payments which would have been required if that plan had not 
been adopted by the Government, was the excess of 29,199,0002. 
over 19,348,0002.; viz., 9,851,0002. without any accumulation or 
addition for interest, simple or compound. (September, 1808 — 
March, 1855.) 

(£*). It has already been stated (d*) that the amount of charge 
upon the consolidated fund for annuities, payable by the Government 
during the future lifetime of the annuitants, and on the books of the 
Government, as at 31st March, 1855, was about 1,037,0002. per 
annum. The problem for immediate solution, in connexion with 
this part of the subject, is the ascertainment of the liability under 
this charge reduced to present worth ; or, otherwise expressed, the 

useful to observe, that it appears, in a return from the Treasury, of the Civil Service 
Estimates for the year ending 31st March, 1857, that the sum which may be 
required in the year 1856 to pay the salaries, contingent and other expenses in the 
National Debt Office, is 13,880J. This is exclusive of 1,604/. for rent and taxes, 
provision for which is made in the estimate for public buildings ; and it is open to 
question whether by far the largest portion of the aggregate estimate of, say, 
15,4842., or in round figures, 15,000/. a-year, may not be set down as arising out of 
the annuity business, particularly the salaries of thirty-two clerks, amounting in the 
aggregate to 8,590/. per annum. 

2b2 
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capitalized value of the reserve in present money, which would be 
just sufficient and no more to meet the future liabilities accruing 
thereunder. 

In referring, in the previous sections of this Paper, to the entire 
deficiency of public statistics, in respect of the data on which such 
an estimate could be approximately made with any degree of facility, 
it was pointed out that all that was wanting at the period then under 
review (viz., from 1808 to 1829) was a statement, as at a given date, 
of the amount of immediate annuity depending, or outstanding, on 
lives at each age. These data are as unattainable now as they were 
in 1829, and with this further difference, that, whilst in 1828 the 
public had the advantage of some general statements, without, how- 
ever, the elementary data, on the subject of the proportionate capi- 
talized value of terminable and life annuities, as compared with 
perpetuities, and which, as before explained, formed the basis of 
some estimates in the Reports of the Finance Committee of 1828, 
the same does not apply to the present period (1855 to 1856) ; and, 
although the amount of charge has become one of greater importance, 
neither details nor estimates are before the public ; and (as has been 
explained and commented on in previous parts of this paper) the 
heterogeneous items of life annuities under one system, and life 
annuities under another system, and terminable annuities for all 
kinds of periods, have been fused together by Act of Parliament. 

In default of precise data on which to estimate the liability, 
recourse may legitimately be had to such particulars, indirect though 
they may be, which can serve to give something like an approximate 
idea as to its extent. 

A similar statement to the one referred to in a previous part of 
this Paper (vide note to k), and which there formed only a collateral 
test of the observations in the text, will here be of more importance. 
The former statement was for the financial experience in certain 
results from 1823 to 1829, being a term of seven years immediately 
preceding the close of the period ended 5th January, 1829; the 
annexed statement (vide note* at foot) is for the financial experience 
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of the same class of results from 1849 to 1855, being a term of seven 
years and a quarter immediately preceding the close of the period 
'ended 31st March, 1855. 

It will be noticed that the average per-centage per annum of 
annuity expired to annuity at risk, which was 4-^ per cent, in the 
years i822-1828, increased to 5£ per cent, in the years 1848-1854. 
This is of course evidence, to some extent, in favour of our assuming 
that the average age of the annuitants on the books of the Govern- 
ment, as at 31st March, 1855, is greater than the average age was 
at 5th January, 1829. The precise degree of difference cannot be 
arrived at without publication by the Government of the detailed 
statistics as to the number of lives at various ages, and the mortality 
results from 1 828-1855. The amount of annuity, written off on the 
death of any one life, may amount to from 5/. a-year to 50,000/. 
a-year, or upwards, the limiting power of the older statutes having 
been abolished. With this great element of disturbance, which 
applies with more force to the business since the year 1829 than to 
that before it, it becomes very difficult to form any estimate which 
we can satisfactorily consider will approximate very closely to the 
fact as to the real liability of the Government under its life annuity 
contracts, as at 31st March, 1855. In the previous section of this 
Paper, some reasonable grounds were adduced on which to estimate 
the liability, at 5th January, 1829, as eleven years' purchase, 
reckoning interest at 3£ per cent. 

Under all the circumstances, and considering that the average ten- 
dency of the rate of interest realisable on Government security has 
been about 3i per cent., or (as compared with the period prior to 
18'29), a quarter per cent, lower than 3| per cent., and looking 
to the general evidence on other points bearing upon the case, it does 
not seem that we should be justified in valuing the annuities out- 
standing on the books of the Government at less than at least 9 
years' purchase, on the 31st March, 1855. 

On this basis and making allowance for deferred annuities, to the 
amount of about 29,0002. per annum, in addition to immediate annui- 
ties of 1,037,0002. per annum, we may estimate the liability under 
the gross future charge of 1,066,0002. per annum, during the lives of 
the nominees on the books of the Government, at 9,594,000?., on the 
31st March, 1855. 

(«'*). To the liability just mentioned, viz., to 9,594,0007., must be 
added the money payments (from 1808 to 1829), in excess on the life 
annuity accounts, as compared with the money payments for interest 
on the capital stock or (perpetual annuity) account, viz., an excess of 
9,851,0002., as before quoted (vide g* ante.) 

The total of these two items, or 19,445,0002., is the money cost, 
without any allowance for interest, of redeeming 30,152,0002. of 
capital stock (vide a* ante.) But here, it must be repeated, this is 
a mere cash statement, irrespective of the element of interest on past 
payments, of the pivot on which the whole business turns, and we must 
again advert to the fact that the nation has had to provide (and is at 
this moment, May, 1856, providing) additional funds, from taxation 
and from loans, in order to meet each year's augmentation in charge, 
arising from the commutation in the fear for the time being, as well 
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as from the commutations of preceding years, of perpetuities into life 
annuities. In carrying out this measure of finance the additional 
charge for the fresh loans and taxation which have thus been called 
into being has been so much productive capital annihilated, in respect 
of the functions it would otherwise have possessed of accumulating in 
the trade and industry of the community. 

In previously referring to this subject it was estimated that 5 per 
eent. constituted a fair average rate on which to ascertain the sum to 
be allowed for the element of interest in the life-annuity extra charge 
borne by the taxed public, from September, 1808, to January, 1829, 
and that 82,000Z., at simple interest, or 1,500,0002. at compound in- 
terest, represented the accumulated extra charge, under this head, at 
January, 1829. We now propose, in reviewing the whole period, to 
retain these figures and to continue them, from January, 1829, to 
March, 1855, at the reduced rate of 4 per eent. interest. 

In Table M will be found the full details of the extra expense 
thus incurred, from year to year, indicating an aggregate outlay, from 
September, 1808, to March, 1855, of about 214,0002. at simple in- 
terest, or about 15,902,0002. at compound interest (25,754,000 — 
9,852,000=15,902,000). 

To the 19,445,0002. of money cost of redemption 15,902,0002., for 
interest, must therefore be added, making a grand total of 
35,347,0002. as the aggregate expense of cancelling 30,152,0002. of 
capital stock (in the period from September, 1808, to March, 1855). 

The average price at which the stock transferred to the Commis- 
sioners, on account of life annuities, was ultimately redeemed, sup- 
posing the business liquidated at 31st March, 1855, was, consequently, 
about 117| per cent. 

In order to estimate the actual amount of money loss to the pub- 
lic accurately enough for a practical purpose, all that remains, in con- 
tinuation of our enquiry, is to ascertain the prices at which the 
capital stocks producing perpetual interest were transferred to and 
cancelled by the Commissioners for the Eeduction of the National 
Debt, on each purchase from them or commutation of such stocks into 
life annuities, between September, 1 808, and March, 1855. 

"We have already remarked, in the estimate as to the first period, 
ended January, 1829, that an average of a general character should 
be avoided and that Tables J and K will supply more precise data. 
"Reference to those tables will indicate that, making all due adjust- 
ments, the aggregate price, at dates of transfer, of the stock to the 
Commissioners may fairly be estimated at 26,077,0002., for 
30,1 52,0002. of capital stock, being an approximate price of 862. per 
1002. of 3 per cent, stock, or at a rate of interest of nearly 3^2. per 
cent, for money. 

On the other hand the ultimate actual price of redemption, 
balancing the account as at 31st March, 1855, was, as has been pre- 
viously shown, 35,347,0002., or about 117£ per cent. 

The net money loss to the public may, under these conditions, be 
estimated at the difference between the price of transfer and the 
price of redemption, on review, at the given date, of all previous 
transactions. 

This difference, as at 31st March, 1855, was the excess of 
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35,347,000/. (the accrued price of redemption at that date), over 
26,077,0002. (the aggregate transfer price applying to the whole of 
the life annuity transactions entered into between 1st Sept. 1808, and 
31st March, 1855). Or, stating the result in other words and using 
the terms generally employed in making statements of the kind, 
instead of each 100Z. of money placed at the disposal of the Govern- 
ment by purchasers of life annuities, at the average price for transfer 
of 861. money for each 100Z. of 3 per cent, stock, having, as was 
anticipated, redeemed and cancelled 116?. 5s. 7d. of such stock, it 
really only redeemed and cancelled about 85Z. 5s. 8d. of the stock, 
the ultimate ruling price of the transaction being, as explained, 117^1. 
money, instead of 86Z. money for each 100Z. stock. 

The final result is a net adverse balance of 9,270,000Z. loss accrued 
to the Government on account of life annuities granted in the 
46 years and 7 months ended 31st March, 1855. 

Until more exact statistics are published by the Government with 
the view of affording information as to the financial and mortality 
results of the whole period from September, 1808, distinguishing the 
results under the old series of annuities from those under the new 
series, it will not be possible accurately to define the respective 
apportionment of loss to each series ; but that a loss has accrued, and 
will accrue, on both series, it is anticipated would be certainly proved 
on such Government statistics forthcoming; and that the inherent 
defects in the principle of the scheme of life annuities as adopted 
under its assumed character of a profitable sinking fund, would also 
be shown, scarcely admits of a doubt. 

The same remarks apply to the principles of the joint scheme in 
connexion with the life annuity scheme, and governed under the same 
Acts of Parliament, by which perpetual annuities, with precisely the 
same object of a sinking fund, are converted into annuities for terms 
of years certain. 

It is submitted that the experience of the last half century affords 
a lesson that the creation of obligatory sinking funds, whether by 
life annuities or terminable annuities, granted in exchange for per- 
petuities, has a prejudicial instead of a beneficial effect. 

The granting of such life annuities and terminable annuities, and 
of which there are, exclusive of Long Annuities, no less than nearly 
2,000,000Z. per annum, charged on the Consolidated Fund, i. e., 
nearly 8 per cent, of the total charge of the national debt, constitutes 
nothing more nor less than a business operation, and ean only be 
carried on subject to the methods and speculative risks of business. 
These are speculations and risks which it is questionable whether 
any Government should expose itself to ; and whether it be upon a 
large or upon a small scale, is not much to the purpose in a matter 
of principle. Besides which, the ordinary methods of investment 
necessary for the successful management of life annuity or termi- 
nable annuity business, as a business undertaking, are not possible 
for a Government which ean only deal in its own securities. The 
individual who grants an annuity can meet that charge by discre- 
tionary investments, chosen in the whole field of financial and com- 
mercial enterprise. The case of the Government is quite different. 
It has to consider the fiscal regulations involved — the loans it may 
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require in approaching periods — the means and welfare of the present 
generation, and the care of not fixing upon it such burdens as belong 
in part to posterity — the recollection that such undue burdens on the 
present damage industrial and productive enterprises, and tend to a 
balance of loss of hindered capital rather than to one of profit of 
accumulated capital, so that posterity is in the end the sufferer, 
instead of the gainer. Further, there is the bounden duty of estab- 
lishing as absolute a balance of equity as is possible between the 
national creditor on the one hand, and those who are to find the 
means of satisfying that national creditor on the other hand. All 
these are principles which admit of statistical demonstration, and are 
as much bound up with the considerations which should prevail in 
estimating the advisability of the Government annuity plan, as they 
are connected with the vexed question of the sinking fund. 

The old principles of the sinking fund were in more or less active 
operation 112 years before the legislature consented to its being 
eradicated, as the financiers of 1828 too credulously anticipated, at 
once and for ever. Its vitality was too strong not to leave some 
offshoots still growing. These offshoots, as we have before con- 
sidered, are to be discerned in the petty sinking fund created 
through the power conferred on the fundholder, or on any possessor 
of money, to commute his perpetual annuity derivable from capital 
stock into life or terminable annuities for long or for short periods, 
and thus to pledge the Government to an obligatory sinking iund at 
any time, at any age, and to any extent within the power of the 
capitalist. 

But it may be urged, — " it matters little that the petty sinking 
fund principle has been maintained, as the great sinking fund 
principle was done away with — to rise no more." The answer to 
this is, that it matters a good deal, — for, out of infractions in the 
case of the petty sinking fund grow precedents for the restoration of 
the great sinking fund. And thus has it arisen that in a very recent 
Loan Act — the Act under which the loan of 16,000,000Z. was raised 
in 1855 — a clause was introduced, after the manner of the loans raised 
in the early part of the century, implying an obligatory engagement 
on the country to provide a fixed sinking fund of 1,000,000/. per 
annum, or 8J per cent., although the prospect of having to raise 
fresh loans to meet war expenses was immediate, and is now in 
process of realization. (Vide Clause XXII., — being the Sinking J?und 
Clause,— Loan Act, 18 & 19 Vict., c. 18.) 

In conclusion, it is submitted that the identity of the obligatory 
sinking fund principle and the principle of the Government life and 
terminable annuity scheme is established — that the two principles 
should co-exist or be abolished together — and that the discussion of 
the Statistical Society on the present paper (which the writer regrets 
is not more worthy of the space it may occupy in their printed 
transactions), should be conducted on the basis of that direct analogy 
between the two principles, for which he has endeavoured, however 
inadequately, to contend. 
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VIII. — Abstracts Nos. I. to IV., triih Appendix oe Tables. 

Note. — The following Abstracts Nos. I. to IV., were read to the 
Society. 

The tables, at full length, and with full statistical particulars for 
each of the years from 1808 to 1855, appear in the following Appendix 
of Thirteen Tables, A to N . 

Abstract No. I. 

Capital Stock cancelled on account of Life Annuities, including Stock 
purchased with Money. 



Description of Stocfi 
Transfericd and Cancelled. 


1st Period. 
Sept., 1808, to Jan., 1829. 


2nd Period. 
Sept., 1808, to Mar., 1855. 


n „ ,, 


£ 
10,498,000 

Nil. 

53,000 
253,000 
115,000 


£ 
24,724,000 

808,000 

3,737,000 

306,000 

119,000 


3 1 


4 „ „ 




> ii 






10,919,000 
448,000 


29,694,000 
458,000 


Add, — Long Annuities equivalent) 


Grand Totals of Capital Stock trans- 
ferred and cancelled, as at end of 


11,3G7,000 


30,152,000 



Abstract No. II. 



Government Life Annuities Granted, Expired, and Outstanding, to 
January, 1829, and March, 1855, 





1st Period. 
Sept., 1808, to Jan., 1829. 


2nd Period. 
Sept., 1808, to Mar., 1855. 


(Immediate) 


£ 
870,000 

238,000 


£ 
2,718,000 

1,681,000 






Remainder — Do. outstanding 

(Deferred) 


632,000 
13,000 


1,037,000 
30,000 






Total outstanding annual charge on 
Consolidated Fund on account of 


645,000 


1,067,000 







3G2 



On the Financial Statistics of British 



[Dec. 



Abstract No. III. 
Cash Payments in Excess under IAfe Annuities, as compared with the 
Payments which would have been made under Perpetual Annuities 
cancelled. — (September, 1808, to March, 1855.) 





1st Period. 
Sept., 1808, to Jan., 1829. 


2nd Period. 
Sept., 1808, to Mar., 1855. 


Accumulated amount, without interest, ■» 
of Perpetual Annuities on Capital 1 
Stocks transferred and cancelled on | 


£ 
3,308,000 

6,568,000 


£ 
19,348,000 


Accumulated amount, without interests 
of payments under Life Annuities 1 
granted in exchange for such Per- j 


29,199,000 


Accumulated amount, without interest, | 
of the extra payments under the Life , 
Annuity charge at end of each period 1 


3,260,000 


9,851,000 



Abstract No. IV. 
Table showing the Net Loss to the Government on Life Annuity Transactions. 





1st Period. 
Sept.,1808, to Jan., 1829. 


2nd Period. 
Sept., 1808, to Mar., 1855. 


1 . Grand Total of Capital Stock trans-1 
ferred and cancelled at end of each / 


£ 
11,367,000 


£ 
30,152,000 


2. Accumulated amount in Moneys 
Payments of excess of Life An- 1 
nuity charge over Perpetual An- 1 


3,260,000 

( 1,500,000 ) 
( (at 5 per cent.) J 

7,095,000 


9,851,000 




15,902,000 
(at 5 per cent. 

< 1808-1829) 
(at 4 per cent. 

1 1829-1855) 

9,594,000 


4. Liability under outstanding Life! 
Annuities at end of each period! 


5. Grand Total of ultimate Cost ofi 
Stock transferred and cancelled. 


11,855,000 


35,347,000 






6. Grand Total of Value, as at dates | 
of Transfer of Stock, transferred; 
and cancelled in each period , ) 


8,731,000 


26,077,000 


7. Difference between value at transfer 1 
and ultimate cost. — (Net Loss) 


3,124,000 


9,270,000 


8. Value of each 100/. of 3 per cent.1 
Stock as at dates of Transfer ....) 


75 


86 


9. Value of each 100?. of 3 per cent.] 
Stock in ultimate cost as at end; 


104£ 


117$ 
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Table D— Part II. Years 1829—1855. 

Statement for each year of the Total Amount of Capital Stocks and Long Annuity 
Transferred to, and cancelled by, the Commissioners for the Reduction of the National 
Debt, on account of Life Annuities. 





3 Pkr Cent. 
Capital Stock 


3JPEK 


31 Pek 


4 Per 


5Peu 


Total 


Long 

Annui- 


Dates. 


and 
Cancelled, 
including 


Capital 
Stock 
Trans- 


Capital 

Stock 
Transferred 


Capital 
Stock 
Trans- 


Capital 
Slock 
Trans- 


Stocks of all 
Denomina- 
tions Trans- 


ties, 
expiring 
in 1860, 

Trans- 




Stock pur- 
chased u itll 
Money in 
each tfear. 


Cancelled 
in each 
Year. 


Cancelled 
in fach 
Year. 


Cancelled 

in each 

Year. 


Cancelled 

in each 

Year. 


ferred and 

Cancelled 

in each Year. 


ferred and 
Cancelled 

in each 

Year. 




£ 


£ 


£ 


£ 


£ 


£ 


£ 


Year ended 5 Jan., 1830 


73,594 




25,446 


5,177 




104,217 


419 




, „ 1831 


477,723 






194,633 


33,511 




705,867 


151 




1832 


283,974 






198,864 


2,371 




485,209 






1833 


181,465 






244,542 


8,255 




434,262 






1834 


214,389 






455,377 


2,161 




671,927 


.... 




1835 


362.724 






1,044,301 


2,004 




1,409,029 






1836 


206,466 






223,976 






430,442 






1837 


353,365 






211,605 






564,970 






, „ 1838 


272,827 






217,478 




4,723 


495,028 






„ 1839 


527,981 






49,102 


.... 




577,083 


36 




1840 


370,048 






185,112 






555,160 


.... 




1841 


378,351 






196,902 






575,253 






, „ 1842 


410,633 


..*. 




113,146 






523,779 


.... 




,, 1843 


480,252 






126,770 






607,022 






1844 


666,345 






151,295 


.... 




817,640 






, „ 1845 


1,633,386 


51, 


134 


45,042 






1,730,362 






, „ 1846 


703,728 


162,005 








865,733 






1847 


521,663 


164,835 








686,498 






, „ 1848 


414,640 


35,575 








450,215 






1849 


459,097 


28,982 








488,079 


.... 




1850 


602,634 


67,225 




.... 




669,859 






1851 


1,204,412 


88,087 








1,292,499 






, „ 1852 


802,249 


52,012 








854,261 






, „ 1853 


1,296,150 


119,111 








1,415,261 




From 5 Jan., 1853, to] 
5 April, 1854 / 


871.0S7 


14,467 








885,354 




From 5 April, 1854, to) 
31 March, 1855 J 


456,830 


23,395 








480,225 




Total 26 years and 3| 
















months, from Jan.,1 
1829, to March, 1855J 


14,226,013 


807,628 


3,683,591 


53,479 


4,723 


18,775,434 


606 
















Annual average from! 
















January, 1829, to? 
March, 1855 J 


541,943 


30,767 


140,327 


2,037 


180 


715,254 


23 
















Total 46 years and 7 
















months, from Sept., 


24,724,370 


807,628 


3,736,649 


306,408 


119,375 


29,694,430 


24,620 


1808, to March, 1855 
















Annual average from 1 
















September, 1808, to 
March, 1855 J 


529,809 


17,337 


80,214 


6,577 


2,562 


637,448 


529 
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Table F.— Part II. Years 1829—1855. 

Statement of Perpetual Annuities Transferred to, and cancelled by, the Commissioners 
for the Reduction of the National Debt, on account of Life Annuities, being Interest on 
Capital Stocks of all denominations. 

1. 8. 3. 4. 5. 6. 7. 8. 



Date. 


Interest on 
3 Per Cent. 
Capital Stock 
Transferred 
and Cancelled, 
including 
Stock pur- 
chased with 
Money, in 
each Year. 


Interest 
on 3i Per 
Cent. 
Capital 
Stock 
Trans- 
ferred and 
Cancelled. 


Interest on 

3* Per Cent. 

Capital 

Stock 

Transferred 

and 
Cancelled. 


Interest 
on 4 Per 
Cent. 
Capital 
Stock 
Trans- 
ferred and 
Cancelled. 


Interest 
on 5 Per 
Cent. 
Capital 
Stock 
Trans- 
ferred and 
Cancelled. 


Total 
Interest on 

Capital 
Stock of all 
Denomina- 
tions 
Transferred 

and 
Cancelled. 


Supple- 
mentary 
Column. 

Total 
Interest on 
jong Annui- 
ties Trans- 
ferred and 
Cancelled. 


Year ended 5 Jan., 1830 
1831 
1832 

„ „ 1833 
1834 

,, ,, 1835 

„ „ 1836 
„ 1837 

t> » 1838 
1839 
1840 
1841 
1842 
1843 
1844 
1845 
„ 1846 
1847 

„ „ 1848 
1849 

„ „ 1850 

1851 

„ 1852 

„ . ,, 1853 

From 5 Jan., 1853, to) 
5 AprU, 1854 ) 

From 5 Aprfl, 1854, to) 
31 March, 1855 J 


£ 

2,208 

14,332 

8,519 

5,444 

6,432 

10,882 

6,194 

10,601 

8,185 

15,839 

11,101 

11,350 

12,319 

14,408 

19,990 

49,002 

21,112 

15,650 

12,440 

13,773 

18,079 

36,132 

24,068 

38,885 

26,132 
162,641 


£ 

136,811 
5,265 
5,357 
1,155 
942 
2,185 
2,863 
1,690 
3,871 

470 
760 


£ 

891 

19,858 

6,960 

8,559 

15,938 

38,240 

7,839 

7,406 

7,612 

1,719 

6,479 

6,892 

3,960 

4,437 

5,295 

1,576 


£ 

206 

1,340 

95 

330 
86 
80 


£ 

236 


£ 

3,305 
20,621 
15,574 
14,333 
22,456 
47,271 
14,033 
18,007 
16,033 
17,558 
17,580 
18,242 
16,279 
18,845 
25,285 
41,872 
26,377 
21,007 
13,595 
14,715 
20,264 
38,995 
25,758 
42,756 

26,602 
2,032 


£ 

419 

151 

36 


Total 26 years and 3j 
months, from Jan.,) 
1829, to March, 1855 1 


575,718 


Finally merged into Col. 2, (or 8 Per 

Cents,] by reductions of Interest. Fide 
Foot Notes to Table G., post, Parts I. and 

II. N.B Net reductions allowed for in 

Col. 7 of Tables F. and G„ Parts II. 


236 


559,395 


606 


Annual average from) 
January, 1829, to, 
March, 1855 J 


21,930 










21,310 


.... 






Total 46 years and 7) 
months, from Sept., 
1808, to March, 1855J 


890,668 


Vide the above note. 


236 


890,904 


24,620 


Annual average from] 
September, 1808, to 
March, 1855 


19,120 










19,125 J .... 



;o2 
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Table J.— Part I. Years 1808—1829. 

Statement of Prices at times of Commutation of Perpetual into lAfe Annuities. 



1. 


2. 


3. 


4. 


5. 


Dates. 


Average 

Price 

of 

3 Per Cent. 

Stocks. 


Average 
Purchase 
Money 
of a 
Perpetual 
Annuity 
of £1 ou 
Govern- 
ment 
Security. 


Aggregate 
Amount of 
Perpetual Annuity 
Cancelled in each 
Year by Commuta- 
tion into Life 
Annuities (with 
Allowance for 
Long Annuity, 
and for Reduction 
of Interest.) 


Estimated Value 

at time of 

Commutation 

of the Perpetual 
Annuity and 
Long Annuity 

{as per Column 4 

and Column 3). 


From 1 Sept. 1808, to 31 Jan. 1809 


66$ 


22-25 


£ 
13,978 


£ 
.311,010 




68f 


22-92 


16,757 


384,070 


„ „ 1811 


67 


22-33 


8,723 


194,785 


1812 


63$ 


21-25 


8,723 


185,364 


„ „ 1813 


59 


19-67 


10,666 


209,800 


1814 


59$ 


19-75 


12,003 


237,059 


„ „ 1815 


66* 


22-17 


13,010 


288,432 


„ „ 1816 


59 


19-67 


9,066 


178,328 


1817 


61| 


20-62 


14,333 


295,547 


From 31 Jan. 1817, to 5 Jan. 1818 


75$ 


25-08 


27,855 


698,600 




78i 


26-04 


18,750 


488,250 


„ „ 1820 


71* 


23-83 


12,509 


298,089 


1821 


68f 


22-79 


17,853 


406,860 


1822 


74! 


24-96 


17,605 


439,420 


„ „ 1823 


79* 


26-50 


28,487 


754,905 


1824 


791 


26-54 


29,730 


789,034 


„ „ 1825 


93# 


31-21 


17,250 


538,373 


„ „ 1826 


90$ 


30-08 


17,359 


522,158 


1827 


79$ 


26-42 


20,615 


544,648 


„ „ 1828 


84f 


28-12 


20,151 


566,646 


„ „ 1829 


85| 


28-54 


14,000 


399,560 


Abstract Average, 1 Sept. 1808, to) 
5 Jan. 1829 J 


73$ 


24-42 






Estimate of Compound Averagei 
at which the Total Annuity, inl 
Column 4, was commuted — [ 
1 Sept. 1808, to 5 Jan. 1829 ...J 


75 
nearly 


2500 
nearly 


349,423 

Total Net 

Annuity 

Commuted 

(1808-1829) 


8,730,938 

Total 
Commutation 

Price 
(1808-1829) 
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Table J.— Part II. Years 1829—1855. 
Statement of Prices at times of Commutation of Perpetual into Life Annuities. 
l. a 8. 4. 6. 







Average 


Total Amount of 








Purchase 


Perpetual Annuity 
Cancelled in 


Estimated Value 




Average 


Money 


at time of 




Price 


of a 


each Year by 


Commutation 




of 


Perpetual 


Commutation into 


of the Perpetual 




3 Per Cent. 


Annuity 


Lite Annuities 


Annuity and 




Stocks. 


of £1 on 


(with Allowance 


Long Annuity 






Govern- 


for Long Annuity, 
and for Reduction 


(as per Column i 






ment 


and Column 3). 






Security. 


of Interest). 








£ 


£ 


£ 




881 


29-54 


3,550 


104,867 


1831 


89f 


29-79 


20,707 


616,866 


1832 


m 


26-96 


15,574 


419,860 




83| 


27-79 


14,333 


398,314 


1834 


88* 


29-37 


22,456 


659,533 


„ „ 1835 


90f 


30-21 


47,271 


1,428,057 




91J 


30-42 


14,033 


426,884 


1837 


90| 


30-12 


18,007 


542,371 




91f 


30-46 


16,033 


488,364 


1839 


933 


31-17 


17,575 


547,781 


1840 


91f 


30-62 


17,580 


538,300 


1841 


891 


29-96 


18,242 


546,530 


„ „ 1842 


891 


29-79 


16,279 


484,951 


1843 


91| 


30-58 


18,845 


576,280 


1844 


951 


31-79 


25,285 


803,809 


1845 


99i 


33-04 


41,872 


1,383,451 


1846 


981 


32-79 


26,377 


864,902 


1847 


951 


31-87 


21,007 


669,493 


1848 


871 


29-08 


13,595 


395,342 


1849 


851 


28-50 


14,715 


419,378 


1850 


921 


30-79 


20,264 


623,928 


1851 


961 


32-12 


38,995 


1,252,519 




961 


32-29 


25,758 


831,726 




99J 


33-08 


42,756 


1,414,368 


From 5 Jan. 1853, to 5 April, 1854 


951 


31-79 


26,602 


845,677 


From 5 April, 1854, to 31 Mar. 1855 


921 


30-71 


2,032 


62,402 


Abstract Average — 5 Jan. 1829, to) 
31 March, 1855 / 


91| 


30-58 






Estimate of Compound Averaged 










at which the Total Annuity, inl 
Column 4, was commuted — j 
5 Jan. 1829, to 31 March, 1855' 


93 
(nearly) 


31-00 
(nearly) 


559,742 
Total Net 

Annuity 

commuted 

(1829-1855) 


17,345,953 

Total 
Commutation 

Price 
(1829-1855) 


Abstract Average from 1 Sept.) 
1808, to 31 March, 1855 / 


831 


27-88 










Estimate of Compound Average-i 










at which the Total Annuity, inl 
Column 4, was commuted — f 
1 Sept. 1808, to 31 March, 1855; 


86 


28-68 


909,165 

Total Net 

Annuity 

(1808-1855) 


26,076,891 
Total Commu- 
tation Price 
(1808-1855) 
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Table K.— Part I. Years 1808—1829. 

Ratios of Amounts of Stock purchased with Money to the Totat. Amounts 

Transferred. 



1. 


2. 


3. 


4. 


s. 




Average 
Rate of 
Interest 


Total Amount 

of 
Capital Stocks 


Total Amount 

of Stock 
purchased in 


Per Centage 

Ratio of Stock 

purchased 

with Money 




on 


Transferred to, 


each Year 


Dates. 


Government 

Security 

during the 


and Cancelled 
by, the Commis- 
sioners, in each 


by the 

Commissioners 
with Money 


Amount 

Transferred to, 




Periods 


Year, including 


paid to them 


by the Com- 




stated in 


Stock purchased 


for the grant of 




Column 1. 


with Money. 


life Annuities. 


in each Year. 






£ 






From 1 Sept. 1808, to 31 Jan. 1809 


4-494 


465,951 








4-363 


558,561 






1811 


4-478 


290,777 


1 

I 

< 




„ „ 1812 


4-706 


290,751 




„ „ 1813 


5-084 


355,542 




1814 


5063 


400,085 


1 




„ „ 1815 


4-511 


433,673 


so 

1 . 
'3 ■*• 


a 

a 


„ „ 1816 


5-084 


302,211 


s 


1817 


4-850 


352,404 


h 

J a 


BO 

g 


From 31 Jan. 1817, to 5 Jan. 1818 


3-987 


873,430 


•8 * 


Hi 
S 




3-840 


571,761 


•2 3 


Em 

S 


„ „ 1820 


4196 


382,240 


3 








<5? 




„ „ 1821 


4-388 


556,996 


spS. 


% 


„ „ 1822 

„ „ 1823 


4006 
3-774 


532,133 
958,916 


1 

01 


•s 

> 


„ „ 1824 


3-768 


758,892 


e 
J 






3-204 


539,174 


& 






3-324 


556,769 


& 




1827 


3-785 


653,603 








3-556 


640,852 






1829 . 


3-504 


444,275 






Average Rate of Interest from) 
1 Sept. 1808, to 5 Jan. 1829..../ 


4 095 














Estimate of Compound Average\ 










at which the Total Stock, in 1 
Column 3, was commuted — ( 


4000 


10,918,996 







1 Sept. 1808, to 5 Jan. 1829... J 
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Table K.— Part IT. Years 1808— 

Ratios op Amounts of Stock purchased with Money 

Transferred. 



1829 

to the Total Amounts 







1. 


2. 


S. 


4. 


5. 


Dates. 


Average 
Rate of 
Interest 
on 
Government 
Security 

during the 
Periods 
stated in 

Column 1. 


Total Amount 
of 

Capital Stocks 
Transferred to, 

and Cancelled 
by, the Commis- 
sioners, in each 
Year, including 
Stock purchased 

with Money. 


Total Amount 

of Stock 

purchased in 

each Year 

by the 

Commissioners 

with Money 

paid to them 

for the grant of 

Life Annuities. 


Per Centage 
Ratio of Stock 
purchased with 
Money to the 
Total Amount 
Transferred to, 
and Cancelled 
by the Commis- 
sioners, in each 
Year. 


Year ended 5 January, 1830 


£ 
3-385 


£ 

104,217 


£ 








1831 


3-357 


705,867 


296,100 


41-9 






, 1832 


3-709 


485,209 


171,800 


35-4 






, 1833 


3-598 


434,262 


202,849 


46-7 






, 1834 


3-405 


671,927 


441,389 


65-7 






, 1835 


3-310 


1,409,029 


998,900 


709 






, 1836 


3-287 


430,442 


200,800 


46-6 






, 1837 


3-320 


564,970 


191,800 


33-9 






, 1838 


3-283 


495,028 


189,600 


38-3 






, 1839 


3-208 


577,083 


259,100 


44-9 






, 1840 


3-266 


555,160 


229,100 


41-3 






, 1841 


3-338 


575,253 


212,750 


36-8 






, 1842 


3-357 


523,779 


225,900 


43-1 






1843 


3-270 


607,022 


286,350 


47-1 






1844 


3-146 


817,640 


336,450 


411 






, 1845 


3-027 


1,730,362 


1,032,650 


59-7 






, 1846 


3-050 


865,733 


514,350 


59-4 






, 1847 


3-138 


686,498 


344,750 


50-2 






1848 


3-439 


450,215 


268,350 


59-4 






, 1849 


3*509 


488,079 


263,600 


54 






, 1850 


3-248 


669,859 


382,500 


57-1 






1851 


3-113 


1,292,499 


686,900 


531 






, 1852 


3-097 


854,261 


550,400 


64-4 






, 1853 


3-023 


1,415,261 


898,900 


63-5 


From 5 Jan. 1853, to 5 April, 1854 


3-146 


885,554 


556,179 


62-8 


From 5 April, 1854, to 31Mar. 1855 


3-256 


480,225 


308,083 


64-1 


Average Rate of Interest from) 
5 Jan. 1829, to 31 March, 18551 


3-270 








Estimate of Compound Average^ 
at which the Total Stock, in ( 
Column 3, was commuted — / 


3-226 


18,775,434 


10,049,550 


53-5 


5 Jan 


. 1829, t 


o 31 March, 1855 J 
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